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With T hie Editors 


De-Storilizing. Gold. 


the announcement that the 
Treasury was to “de-sterilize’” some 
$1,400,000,000 of gold, we have re- 
ceived many inquiries as to exactly 
what was meant by this. In reply 
we offer this concise explanation. 

To better understand the mean- 
ing of gold de-sterilization, let us 
first look into the process under 
which it is sterilized—by “steriliza- 
tion” is meant the prevention of its 
entering the banking — structure 
where it can act as a base for credit 
many times its own value. 

Foreigners ship gold to the United 
States and some New York mem- 
ber bank acting as consignee credits 
the foreigner with the proceeds. The 
gold is then moved to the New York 
Federal Reserve Bank which, in 
turn, credits the New York member 
bank. The Federal Reserve Bank 
transfers the gold to the Treasury 
in exchange for gold notes. The 
Treasury stores gold in its Ken- 
tucky repository. 

This is the normal procedure and 
it is the gold notes with the Federal 


SINCE 


Reserve Bank that provide the basis 
for credit expansion, for these notes 
are member bank reserves. 

On the other hand, when the gold 
is sterilized, the Treasury, instead 
cf issuing gold notes to the Reserve 
Bank, sells bonds, i.e. borrows money 
from the public, and with the pro- 
ceeds pays for the gold. In this way 
the gold does not enter the banking 
structure to act as the basis for 
credit but remains in “dead storage.” 

Gold was originally sterilized in 
December, 1936, because it repre- 
sented “hot money” coming to this 
country in excessively large quanti- 
ties. Sterilization was intended to 
provide a means whereby foreigners 
could repatriate their funds without 
contracting the credit base in this 
country. As the gold was_ with- 
drawn, the Treasury would retire 
the bonds that had been issued to 
pay for it until, finally, all would be 
as it once was so far as sterilized 
gold was concerned. 

But it now appears that we are 
to depart from the original plan: 


we do not intend to keep the steril- 
ized gold as a reserve against a for- 
eign repatriation of funds. Neither 
do we intend to retire more than a 
part of the bonds that were issued 
expressly to pay for this gold. The 
Treasury has issued to the Reserve 
Banks $1,400,000,000 in gold notes 
and has been credited on their books 
with this amount. The de-sterilized 
gold will enter the country’s credit 
supply as the Treasury draws upon 
its deposits with the Reserve Banks 
to pay its bills. In order to speed 
up the gold’s entry into the credit 
supply, it was recently announced 
that $50,000,000 in Treasury bills 
would be retired weekly “until fur- 
ther notice.” To this extent the 
Federal debt which was contracted 
to pay for the gold will be reduced, 
but to the extent that the Treasury 
pays its running expenses with the 
proceeds from the de-sterilized gold 
it will be using borrowed money— 
albeit money that was borrowed 
previously and for an entirely dif- 
ferent purpose. 





IN THE NEXT 


ISSUE 


x * * 


How the New Tax Law Will Affect 


Business and Security Markets 
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Although foreign trade is only a small part of our total trade, it is of great 


importance to thousands of workers who live by shipping, to a half dozen 


or more of our great port cities and to a number of American companies. 
For companies with important foreign stakes in trade and branch factories, 
see page 80. 
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The Trend of Events 


THANKS TO CONGRESS ... The compromise tax 
bill agreed to by conferees of Senate and House is on 
the verge of adoption by a recovery-minded Congress 
and probably will soon be made law by the President’s 
signature. Exception can be taken to some features of 
this bill, but its good points so far outweigh the bad 
that it ranks as an event of major and hopeful signifi- 
cance to industry and finance. The principle of the 
undistributed earnings tax is retained—as concession to 
Mr. Roosevelt’s insistence on “saving face’—but in a 
degree so curtailed as to leave it with little meaning. 
The capital gains tax, under critical fire for years, is at 
last drastically modified. If Congress had done nothing 
else at this session. its revision of the latter tax would 
stand as a constructive job of the first importance. 
This is the first Federal legislation we have had in 
years which is effectively aimed at encouraging the iow 
of corporate and personal savings into investment. 
While the corporate tax is heavy—ranging from 161% 
to 19 per cent, depending on proportion of earnings 
paid out in dividends—it does restore to managerial 
judgment the question of what disposition shall be made 
of the bulk of earnings. The new capital gains tax 
amounts to a flat rate of 20 per cent, as regards assets 
held from eighteer months to two years, and to 15 per 
cent on gains from assets held more than two years if 
the latter tax is lower than combined normal income 
tax and surtax. While these rates should be lower, they 


nevertheless will permit wealthy investors to retain the 
major portion of gains realized on capital investments 
and hence should tend to encourage such investors to 
embark on new profit-seeking commitments. 

It is true that high surtaxes on dividend income re- 
main an venture commitments by the 
wealthy but, since any revision here is out of the ques- 
tion at present, we can perhaps look to the proposed 
elimination of future issues of tax exempt securities as 
one way of cutting through this restriction. The new 
capital gains tax should before long create a larger de- 
mand for common stocks of good quality. The revised 
corporate tax will bear tangible fruit only when restora- 
tion of earning power supplies incentive and wherewithal 
for expanded investment on plant and equipment. All 
i all, Congress has done an excellent piece of work, 
with the leadership of Senator Harrison meriting spe- 
cial praise. 


obstacle to 


THE INVENTORY PROBLEN ... As is natural, greater 
progress has been made in working down excessive stocks 
of consumption goods than of durable goods. Although 
statistics relating to this subject are neither as complete 
nor as timely as one could wish, all indications suggest 
that both manufacturer and dealer inventories of dur- 
able goods remain excessive. Significant, and probably 
typical, is the report of the Federal Reserve Bank of 
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Chicago—the only Reserve bank issuing such figures— 
that in its area at the end of March dealer inventories 
of new cars were equal to those of a year ago, while 
used car stocks were but little more than 3 per cent 
smaller. Demand is about half that of a year ago. This 
data covers the states of Iowa, Illinois, Indiana, Michi- 
gan and Wisconsin. It lends credence to reports that 
the motor industry will shut down earlier than usual 
this year in the model change-over period. 

In two of our last three depressions abnormal forward 
buying and excessive inventories have played important 
causative roles. The blame cannot be placed entirely 
on the doorstep of the Government. Business judgment 
enters into it, and business judgment was over-opti- 
mistic in late 1936 and early 1937 much as it was in 
1919-1920. Business men might make a contribution to 
economic stability by studying carefully all possible 
means of safeguarding against future mistakes of this 
kind, even though no perfect solution is available. Hedg- 
ing operations are possible in some commodities and 
should be more widely used. Consideration might be 
given to setting up larger reserves against inventory 
depreciation. A few companies utilize special methods 
of inventory accountii. designed to restrict losses, and 
their example is worth emulating. 

Finally, the extent to which business men should risk 
speculating on a future price trend is a serious question 
worthy of consideration and debate from every aspect. 
One thing is certain; namely, that in our economy— 
except in time of war—shortage of goods is always ab- 
normal and temporary. A sellers’ market is an unnatu- 
ral phenomenon and should be regarded with skepticism. 


ENDING TAX EXEMPTION ... It is to be hoped that 
Congress will comply promptly with the President’s 
request for legislation ending tax exemption on all future 
issues of Federal, state and municipal bonds and author- 
izing Federal and state taxation of the salaries of all 
public service employees. 

This twin reform has long been overdue. For more 
than a generation every Secretary of the Treasury has 
advocated abolition of tax exempt securities. Secretary 
Mellen best stated the case for such abolition. His first 
argument was that issuance of tax exempt bonds, com- 
manding low interest rates, encouraged growth of pub- 
lic indebtedness. His second point was that capital was 
taking refuge in such bonds instead of entering produc- 
tive enterprise. His third criticism was that tax exemp- 
tion created a privileged class, repugnant to the Ameri- 
can idea. He did not advance the reform as a means 
of increasing governmental revenues. In contrast, Mr. 
Roosevelt put first emphasis on getting more revenues 
for governments to spend, and touched but lightly on 
the more cogent reasons for ending tax exemption. 

Relative to present public spending habits, the gain 
in tax revenues sought by the President will not be a 
vital matter. If his proposal is adopted, the important 
consequences will be a tendency to make governmental 
borrowing less easy and alluring, and a tendency to 
check diversion of capital from productive endeavor to 





the safe haven of tax exempt securities. Present tax 
exemption does not rest on any specific provision of 
the Constitution but on a series of Supreme Court inter- 
pretations. From a layman’s point of view, we are in- 
clined to agree with the President that the Sixteenth 
Amendment to the Constitution, adopted in 1913, should 
mean exactly what it says in expressly authorizing Con- 
gress “to lay and collect taxes on incomes from what- 
ever source derived.” A Supreme Court minority held 
virtually this view years ago. That minority’s general 
judicial philosophy is now the philosophy of a Supreme 
Court majority. Hence the chances are that the Court 
would uphold the simple statute asked by the President. 


WHOLESOME CORPORATE CANDOR .... There has 
been one important difference between the Roosevelt 
depression and the Hoover depression which preceded 
it: neither corporate officials nor politicians have made 
any very serious attempt to talk the former out of ex- 
istence. One will remember the stream of reassuring 
statements which commenced to flow from Washington 
and big business in the fall of 1929 and continued un- 
ceasingly until even a blind man could ignore the real- 


ities no longer. Why, in 1929 even the play-boy mayor 


of our biggest city saw fit to proclaim from the house- 
tops that the situation was “fundamentally sound.” To- 
day, there is a tendency not to mince matters in any 
way. A Secretary of the Treasury sees fit to announce 
publicly that “business has been getting worse each 
week.” Nor have a number of corporate officials been 
any less frank. Mr. Girdler of Republic Steel said re- 
cently: “I am not only blue about Republic, but I am 
blue on industry and business generally and also on the 
rate of Federal spending.” At the annual meeting of 
Montgomery Ward & Co. several officers spoke on the 
condition of the company’s business and in no case was 
there any attempt to avoid realities or to give the im- 
pression that all was bright and beautiful around the 
corner. Mr. Fogarty of the North American Co. is an- 
other who has conducted a frank and open meeting of 
his stockholders in recent weeks. 

These are not isolated instances, but a few selected at 
‘random illustrative of a trend which is to be com- 
mended. In some respects, of course, it is a logical out- 
growth of the “truth in securities” theory which is the 
keystone of the S E C’s policy. On the other hand, we 
might have had complete and correct figures and still 
had them interpreted by individuals wearing rose-col- 
ored glasses. But it seems that the investor is to have 
the benefit not only of full and correct figures but also 
the opinions of men in a position to know expressed 
without buncombe. This is all he can reasonably ask. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 72. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday, May 2, 1938. 
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Essential Steps to Recovery .- 


In less than a decade we have had one major de- 
pression under “rugged individualism” and another 
major depression under “government planning.” Our 
primary problem now is to seek a sane and workable 
compromise between the two extremes—to define and 
harmonize the functions of government with the func- 
tions of private enterprise in aiming at maximum pro- 
duction of the goods and services upon which both 
security and living standards depend. During the past 
five years the pendulum has swung too far toward gov- 
ernment-run-everything. The result has been an eco- 
nomic failure. The minimum changes in government 
policy required to activate a privately-financed recovery 
are as follows: 


1. Sane Tax Revision. 


We now have a cumbersome, overlapping, unscientific, 
incentive-retarding aggregation of taxes which have been 
imposed far more with regard to governmental needs 
or desires than with regard to encouraging maximum 
productivity of our economic system. The Government 
should begin a long range program of gradual revision 
on the underlying principle of promoting business vol- 
ume, rather than of collecting all that the traffic will 
bear. There is no “social justice” in soak-the-rich taxes 
which merely retard economic expansion and re-employ- 
ment by driving the wealthy into tax-exempt bonds. 
The highest income tax rates are now non-productive 
and should be lowered. Since corporate taxes are really 
a part of the cost of doing business, we should consider 
taxing gross at a low rate, rather than net income at 
a high rate. This would produce much more stable 
revenues. At a minimum, we should return to a flat 
corporate income tax; and a flat capital gains tax at 
not more than 15 per cent. Fortunately, it now is cer- 
tain that Congress will make a substantial start on tax 
revision in adopting the compromise bill eliminating 
some of the worst features of the present undistributed 
earnings and capital gains taxes. This is the first Fed- 
eral legislation in many years effectively aimed at en- 
couraging private investment. 


2. Moratorium on Economic and Social Reforms. 


The reforms imposed upon industry and finance 
since the spring of 1933 have been more than our system 
can digest within so brief a period. Letting zeal over- 
reach itself, the New Deal has tried to do too many 
things too fast. Mr. Roosevelt should announce flatly 
that during the remainder of his term he will offer no 
additional experiments and that he will seek merely to 
consolidate the reforms he has instituted and to make 
them workable. It is not probable that the President 
will do any such thing. There is strong evidence, how- 
ever, that Congress itself has tacitly declared a mora- 
torium. It will adjourn in a few weeks. 
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3. Amend the Wagner Act. 


The Government’s labor policy is blatantly partisan 
and biased, both as stated in the Wagner Act and as 
administered by the National Labor Relations Board. 
A sane and fair revision of this law would do more for 
recovery than any pump priming scheme the New 
Deal can devise. Workers should be protected from 
coercion of any kind from any source. Rights and re- 
sponsibilities of both employers and employees should 
be clearly defined. Accurate polls show that public 
regulation of labor unions is favored by the rank and 
file of workers. The opposition centers in paid union 
leaders and politicians subservient to them. No change 
is likely this year. 


4. Make Peace with the Utilities. 


The amount of potential capital investment by the 
electric utilities that has been choked off by the Gov- 
ernment’s hostile and competitive policy probably ex- 
ceeds the sums that Mr. Roosevelt now proposes to 
spend in an effort to revive industrial activity. A fair 
compromise should be negotiated with the object of 
re-opening capital expansion by the private utilities. 
This will involve considerable change in policy with 
which present Federal power projects are being admin- 
istered, as well as assurance that the Government will 
not go into new regions at least until present venture: 
have proved their merit, if any. No remedial change 
on this point is indicated. 


5. Quit Pump Priming Ventures. 


There is no proof whatever that pump priming expen- 
ditures by the Federal Government actually increase the 
national income. Against the argument that a billion 
of such spending, circulating at first, second and third 
hand, will produce two or three billions of national in- 
come, the answer is that at the same time equally as 
much—if not more—private spending and private in- 
vestment is scared out of the picture. Spending of $18,- 
000,000,000 for pump priming between 1933 and 1937 
having failed to do more than produce a temporary re- 
covery, it is obvious that the present plan will work no 
better. Even at the present depressed level, private en- 
terprise is producing a national income many times 
greater than the sum Mr. Poosevelt proposes to spend. 
The Government should not resume deficit spending. It 
should give private enterprise inducement to earn more, 
mvest more, spend more. 


6. Sound Help for the Raiiroads. 


It must be conceded that the railroad problem is 
enormously complex and that no magical solution is 
possible. Government support for a temporary wage 
cut—rail wages being by (Please turn to page 127) 
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Market Over Near Term 


By A. T. MILLER 


Denise the past fortnight the stock market has given 
up most of the sentiment-based upturn which followed 
defeat of the President’s reorganization bill and an- 
nouncement of the new Federal pump priming pro- 
posals, but at this writing it shows a measure of resist- 
ance around a level some 12 per cent above the low of 
March 31. The latter mark, a month behind us now, 
continues thus far to stand as the bear market low. 

It is encouraging that this third— 
and probably final—phase of the bear 
movement shows no inclination to de- 
velop sustained momentum, such as 
was seen at this season in 1931 and 
1932. It is encouraging also that, 
despite a drab business setting, the first 
four months of 1938 have produced to 
date a net decline of only some 8 points 
in our index of 330 stocks. Neverthe- 
less, even though there are current 
indications of waning momentum and 
increasing selectivity in the underlying 
deflation, the technical pattern of the 
market has yet to supply positive evi- 
dence of a change in major trend. As 
the accompanying chart shows, every 
rally thus far this vear has topped out 
short of the level reached on the preceding rally. This 
necessarily leaves the burden of technical proof on the 
bull side, and it also leaves the low of March 31 untested 
and unproved. 

Bear markets usually culminate in decidedly undra- 
matic fashion, settling down into extreme apathy and 
narrow fluctuation as liquidation is exhausted. Since 
the scope of New Deal stimulants has been revealed— 
with but mild immediate effects—and since the business 
picture provides no basis for speculative enthusiasm, 
there is no reason to suppose that the final phase of 
this bear movement will differ materially from past per- 
formances. The question to be answered—and it can 
only be answered by the market itself in coming weeks 
—is whether we are now entering such a concluding 
period of inertia and meaningless fluctuation or whether 
the final resistance base will prove to be somewhat 
under the March low. 

Attempting to guess the answer to this question 
involves hazards which it would be foolish to take. No 
current statistics can give one the answer, for general- 
ized stock market statistics can be—and are being—used 
to prove any case desired by the hopeful or the pessi- 
mistic. Thus, it is asserted that pressing liquidation 
must have been completed because brokers’ loans have 
been deflated to the low figure of $516,000,000, the 
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smallest total in five years. The same theory could 
have been applied with equal plausibility in the spring 
of 1932, at which time brokers’ loans had been re- 
duced by 93 per cent, as compared with the 1929 
peak, and were approximately equal to the present 
figure—but in following weeks that total was again cut 
in half, accompanied by further decline of 50 per cent 
in our composite price index. Under the present rules 
of the game, as has been plainly dem- 
onstrated, less liquidation is required to 
unsettle the market than ever before. 

When all is said and done, the sta- 
tistics that have most meaning for the 
investor and the speculator are the fig- 
ures of earning power. The biggest ob- 
stacle confronting this market is the 
lack of a favorable earnings trend and 
continuing lack of conviction as to 
when the earnings trend will turn up- 
ward. We can have rallies on news 
developments subject to favorable psy- 
chological interpretation — legislative 
defeats for the New Deal, Federal 
spending plans, easy money moves and 
whatnot—but outweighing all of this is 
the absence of the tangible support 
which can be provided only by investment and specula- 
tive belief that the beginning of business recovery is in 
sight. 

There is no use blinking the fact that business activity 
is not showing any general improvement and that evi- 
dence of a nearby change for the better can not be 
found. Indeed, the pertinent question at this writing 
is whether renewed business decline, of unpredictable 
scope, is now starting. With notable candor and pes- 
simism, the Secretary of the Treasury publicly states 
that business conditions recently have been growing 
“steadily worse.” One of the best-known economists 
opines that 1938 will be the worst depression year since 
1932. Speaking individually and at different times, 
heads of three of the larger steel companies say they see 
no prospect of improvement before autumn at the earli- 
est. With their feet on the ground, executives of build- 
ing materials concerns point out that the actual con- 
struction figures have yet to confirm the optimistic 
F H A ballyhoo. As for the key motor industry, which 
played so vital a part in the 1933-1937 recovery, the 
unpalatable facts speak for themselves. 

It is difficult to conceive of an ecomonic revival with- 
out at least a modicum of support from rising produc- 
tion and sale of automobiles. But the spring peak in 
production and sales has now been passed—earlier than 
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While the stock market is showing encouraging resistance 


to pressure, there is some evidence of deterioration in 


the nearby business picture. 


We advise a cautious and 


highly selective policy as regards longer-term commitments. 


usual—and it did not show even normal seasonal gain. 

Retail demand for automobiles this spring has been 
about half that of a vear ago. Figures on dealer inven- 
tories of new and used cars—although fragmentary and 
relating to the situation as it was at the close of March— 
are sufficient to indicate that the inventory problem 
remains serious. This is of major business importance. 
Quite aside from consumer ability to buy cars, expecta- 
tion of extensive changes in the new models to be intro- 
duced early in November gives the public scant induce- 
ment to buy 1938 automobiles during the summer. 

Unless extraordinary measures are taken to move 
present dealer stocks—almost certainly involving a com- 
plete cessation of production for an extended period this 
summer—there is a very real danger that the industry 
will approach new model season “stuck” with and “froz- 
en” in excessive stocks of 1938 cars. Reflecting this 
thought, the industry is moving slowly in its retooling 
program and is reported to be reconsidering planned 
changes in the 1939 cars. Reflecting it also, directors 
of the National Automobile Dealers’ Association went 
on record last week as favoring return to January intro- 
duction of new models. The industry has had worse 
years but never a worse inventory problem. 








This problem has been discussed at some length here 
because it is a key business factor of more than individual 


significance. The motor industry has been more success- 
ful than any other in winning consumer favor by giving 
the public maximum value for its money. Next to the 
necessities of life, we have abundant evidence that the 
automobile has first claim on consumer purchasing 
power. If consumers are not going to buy automobiles 
in more than disappointing volume this summer, it 
would be over-optimistic to assume that they will buy 
much else that they do not have to buy. 

Completing the summary of drab business conditions, 
it remains to add that commodity prices, both spot and 
futures, have lost further ground during the past week. 

As compared with the business trend, current develop- 
ments at Washington are not of major stock market 
significance, and neither are the sporadic outbursts of 
labor troubles—unusual in a depression—although the 
latter are a definitely disturbing element in the picture. 
The President’s long awaited “monopoly” message 
proved to be a political document, apparently aimed at 
trying to pin the blame for the depression on “Big 
Business.” He did not ask action now, and what the 
next Congress may do with the issue is much too far 
ahead to give the market any concern. 

On the whole. we must continue for the present to 
advise a cautious and highly selective policy as regards 
longer-term commitments. 
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Spending program will be voted—with strings—and 
put into action as fast as possible, but administration 
won't be able to pump out the money as fast as prom- 
ised. While the actual outlays will have little effect on 
business, more is hoped from the inflationary atmosphere 
and spending psychology. Idea is to talk the country 
into renewed hope and activity. 


Business opposition to the New Deal, business hesitancy 
to venture in face of uncertain policies, is now recog- 
nized by administration as a factor to be reckoned with. 
Therefore Roosevelt is trying to court business confi- 
dence, allay fears, by public statements, conferences with 
industrialists, restraint on attacks and slurs by subordi- 
nates. He really means it, for time being at least. 
Question is: can he carry through in view of his love of 
battle, dislike to admit reversal of policy, desire to domi- 
nate, and pressure from the left? 


FDR vs Press is illuminating side-light on the Presi- 
dent’s psychology and key to his feelings toward busi- 
ness. He has recently renewed (in private) his deep 
antagonism to columnists and editors which he has ex- 
pressed repeatedly in the past; thinks papers have con- 





WASHINGTON SEES— 


Spending program attempt to create in- 
flation psychology. 


Roosevelt trying to make bid for business 
confidence. 


Tax bill a hollow New Deal victory. 
Administration recognizing utility problem. 
Anti-trust enforcement on new tack. 
Possibility of reorganization bill revival. 


New Deal reliance on Supreme Court sup- 


port. 








spiracy to depress business to spite New Deal; believes 
he has better understanding than editors of what the 
people think and want. 


Tax bill agreement is Phyrric victory for Roosevelt: 
while principle of undistributed profits tax is retained, 
actually there is so little of it left that it will not have 
the effect on business policies for which it was designed, 
and its re-examination 2 years hence will open up old 
wounds which might have been forgotten had it been 
junked now. Treasury probably could have got more 
revenue by accepting Senate bill. Also Congressmen 
will long resent President’s interference and insistence on 
face-saving. 


Tax conference politics involved deep intrigue. Senate 
members reasoned that the compromise would be prac- 
tically as beneficial to business as complete repeal of cor- 
porate surtax, but if business does not pick up it can 
still blame the remnant of Roosevelt’s tax policy whereas 
were it repealed outright and slump continues New 
Dealers could say business got the tax it wanted but re- 
fused to respond. 


No trick taxes for reform instead of revenue are apt te 
get by Congress in next few years. The long-promised 
scientific revision of revenue laws may actually get 
under way next year, and Roosevelt is still talking about 
a federal-state conference to divide up overlapping fields 
of taxation. 


Prohibition of future "tax exempts" as proposed by 
President will not be acted on this session, partly be- 
cause of desire for early adjournment, partly dissatisfac- 
tion with method he proposes. Although there is gen- 
eral agreement that federal, state and city bonds and 
salaries should all be taxed equally, many feel that in 
view of several long-standing court decisions a constitu- 
tional amendment is necessary. 

The proposal to enact a statute ending tax exemptions 
in the face of adverse court rulings shows President still 
relies on getting a liberal Supreme Court majority to 
reverse precedents and uphold New Deal legislation. 


Property taxes, main source of municipal income, might 


THE MAGAZINE OF WALL STREET 





a ne 


ieee 
2 SESS a 














ieves 


| the 


velt: 
ned, 
lave 
ned, 
old 
eel 
lore 
nen 
on 


te 
2¢] 


it 
1s 





























be raised if city bonds are made taxable and require 
higher interest rates. Alternative might be for states to 
take over city and county functions, which would mean 
that all states eventually would have sizeable income 
taves. 


Wage-hour bill passage remains in doubt, although bill 
now on House calendar has been amended to remove 
many objections. Politics is now main consideration. 
Southern opposition to country-wide uniform wages may 
induce Northerners to support this bill for fear another 
attempt next year might win recognition of wage differ- 
entials. Republicans from industrial districts may see 
political gain in supporting this measure now stripped 
of bureaucracy. But many hurdles remain before final 
enactment. 


R FC utility loans proposal is grimly ironic. At present 
rate of power consumption utilities don’t need loans of 
this type but need refinancing at current low rates and 
new equity money which depends on investor confidence. 
But move shows that New Deal recognizes the utility 
problem, and that by scaring utilities out of expansion 
it has run its own nose into the ground by contributing 
largely to the recession. 


Anti-trust enforcement, pending new laws, will be vigor- 
ous but selective under Thurman Arnold who, despite 
professional background, is taking realistic and construc- 
tive attitude. His policy of pushing typical and key 
cases as precedents and giving full publicity to Dept. of 
Justice plans should prove helpful to business in steerine 
a course through maze of anti-trust uncertainties. Any 
new legislation is doubtful at this session. 


Cement purchase fiasco resulting in rejection of all bids 
shows difficulties of administration in attempting to 
achieve economic reforms through government pur- 
chases. Procurement Div. sought to break up basing- 
point system and force use of f.o.b. prices, and as result 
got no cement. 


Business census figures to be taken in 1940 will be in 
form much more useful to manufacturers and distribu- 
tors under plans launched by Census Bureau which 
include scheme to publish statistics by metropolitan dis- 
tricts and sub-districts on a uniform basis so that all 
figures will be comparable and fit into a standard pat- 
tern. 


Bureaucracy foes drafting food and drug bill went so 
far in extending court review of Department rulings— 
reaction to fears aroused by original Tugwell bill—as 
practically to emasculate the measure and jeopardize its 
passage, though enactment this session is much desired 
by all parties to get rid of a 5-year headache. 


Gov't reorganization bill is not dead but is lying quietly 
in House committee where it was recommitted by slim 
8-vote margin and administration leaders are toying 
with idea of bringing it out suddenly with a few minor 
changes in hopes of catching opposition off guard and 
winning over by various means the necessary handfull 
of Representatives to pass it. This should not be diffi- 
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Wide World ) 
New Assistant Attorney General Thurman Arnold who leads 
the attack on monopolies. 


cult if psychological moment arrives and would be tre- 
mendous New Deal triumph. 


Labor troubles expected to increase during summer, but 
while strikes may be more numerous observers believe 
they will not be of as long duration nor as bitter as last 
N LRB adheres to its policy of refusing to con- 


year. 
Passage of amendment to Wag- 


demn sit-down strikes. 
ner Act requiring collective bargaining of all government 
suppliers is not likely to pass; purchasing officers oppose 
it, having already enough troubles getting bids. 


Oil marketing divorcement bill, designed to cripple inte- 
grated companies, won't pass, since many retailers and 
small distributors vigorously oppose it. Majors have 
kept in the background, refusing to stick their heads up 
to get shot at. 


LaFollette Brothers by their inauguration of a third 
party put the President in rather an unfortunate posi- 
tion. If he had hopes of heading a third party of lib- 
erals himself, he has been robbed of the opportunity. It 
is also obvious that the Progressive group will draw more 
heavily from the ranks of New Deal voters than from 
the Republicans. 


Republicans are still split on strategy but show signs of 
pulling selves together to go after sizeable block of seats 
in next Congress. Some favor continuing policy of keep- 
ing quiet while Democrats fight among selves, while 
others itch to break loose and attack the New Deal up 
and down. 


Municipal bankruptcy law upheld by Supreme Court 
is not reversal of Court’s (Please turn to page 197) 
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Reeovery Without Inflation 


Is It Possible in the Present Setting? 


BY H. M. TREMAINE 


ics longer our Government operates at a deficit, cov- 
ered by debt expansion, the nearer we approach the 
threat of a runaway inflation based on distrust of the 
value of money. In five years the Roosevelt Adminis- 
tration has increased the Federal debt by some $18,000,- 
000,000 in a vain effort to produce a lasting economic 
recovery. Sunk in another serious depression, it is now 
giving us a bit more of the same “controlled inflation” 
dope. Partly by deliberate action and partly by force 
of circumstance, it is heading for another huge deficit. 

Therefore, it is accurate to say that we are much 
further along the primrose path of inflation than we 
were five years ago—yet markets which danced merrily 
upward to the inflation theme song in 1933 are now 
reacting to the repeat rendition of the same song with 
little more than a bored yawn. 


Ineffective Nostrum 


There are several reasons for this contrast. First, any 
artificial stimulant—whether the trademark be “infla- 
tion” or “reflation” or whatnot—must be given in larger 
and larger doses if it is to be effective. The President 
has ignored this rule. His new spending-lending-credit 
moves are milder than the measures adopted in 1933- 
1934. Second, most people are aware now—as some were 
not in 1933—that “inflation” is a very broad word, 
which has been loosely used; and when this vague hob- 
goblin is dangled before their eyes now they are much 
less sure than they were in 1933 as to what, if anything, 
they should do about it. Third, everybody knows that 
the New Deal's version of “controlled inflation” has 
guided the country into an uncontrolled deflation and 
that the problem of estimating the time when a given 
set of inflationary measures will “take hold” has proved 
far from simple. 

For the purposes of this article we will arbitrarily and 
conveniently define “inflation” as any monetary or credit 
change which causes a rise in prices and in business vol- 
ume. Leaving aside currency manipulation, which the 
Administration resorted to in 1933 but which it is averse 
to in the existing setting, the important and effective 
inflation that we have had has been an inflation of bank 
deposits, brought about by financing the chronic Fed- 
eral deficit through sale of bonds to the banks. It is 
another shot of this kind of inflation—and a relatively 
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mild shot—with which we are again to be dosed. 

On the whole, the new Administration recovery plan 
may be aptly described as half-hearted and half-baked. 
It carries no such conviction—either hopeful or fright- 
ening—as did the 1933 emergency measures. To this it 
is necessary, however, to add the qualification that Mr. 
Roosevelt is unpredictable, that he has power to utilize 
inflationary devices more powerful than any contem- 
plated at the moment, and that it is at least conceivable 
that he might resort to more desperate policies in the 
event political necessity so dictated some time between 
now and the Congressional elections in November. 

Nevertheless, up to the present, the New Deal pro- 
gram is a weak straddle, consisting of one part credit 
inflation—which will not importantly expand bank in- 
vestments or business volume for a considerable time to 
come—and ten parts ballyhoo. T e ballyhoo paints an 
optimistic and unreliable picture of the good things to 
be expected of the steps taken or contemplated, and 
likewise probably greatly exaggerates the significance of 
the “cooperation” which the President now seeks from 
business men and which some business men are publicly 
offering to give him. It should be noted that the publi- 
cized offer of these business men is not a capitulation. 
There are terms to be agreed upon—and Mr. Roosevelt’s 
reluctance to make concessions which business men 
regard as adequate has wrecked previous similar ven- 
tures in “cooperation.” 








Remedies Will Be Slow 


The tangible remedies are being applied with full 
recognition at Washington that they cannot directly 
stimulate business activity for some time, probably not 
before autumn. The ballyhoo is aimed at setting up, 
meanwhile, a hopeful or inflationary psychology in the 
minds of business men, investors, speculators, consum- 
ers. There are some curious contradictions in this bally- 
hoo. We are officially warned that the Administration 
has vast inflation-making powers available—including 
the power to issue $3,000,000,000 in greenbacks—and 
that these powers can be used if necessary. This is a 
threatening gesture, designed to make us “inflation- 
minded.” On the other hand, at the same time, we are 
officially assured that the Government will get valuable 
assets for its spending, that its credit is secure and will 
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remain secure. Obviously, if the Federal 
credit is secure, there can be no basis 











for a fear-inflation, since only the break- 
down of confidence in Government 
credit can provoke a real flight from 
cash. 

Yet if a fear-inflation psychology is out 
of the picture for as far ahead as we can 
now see, the Administration’s only hope 
would seem to be the alternative of a 
“confidence-credit-inflation” which will 
induce people to invest and spend money 
more freely because they believe it ad- 
vantageous to do so. Obviously, what 
Mr. Roosevelt really desires is the latter 
psychology—but his yearning for it evi- 
dently is not sufficiently strong to induce 
him to make any material political sac- 
rifices in behalf of the objective by re- 
versing some of the deflationary policies 
with which he persistently trumps his 
own inflation ace. To mention but a 
few, there is more deflation in his utility, 
labor relations and tax policies than can 
possibly be counterbalanced by the in- 
flationary forces of his renewed pump 
priming program and its accompanying 
measures of potential credit expansion 
via the route of desterilization of the 
Treasury’s inactive gold fund and re- 
member bank reserve require- 
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In only one respect are we promised 
fundamental relief from the New Deal 
deflation of private investment and pri- 
vate enterprise. This is the very sub- 
stantial revision of the undistributed 
earnings and capital gains taxes now 
apparently certain of early adoption by 
Congress. The Administration did not 
formulate this recovery measure. On 
the contrary, it fought it. Congress 
shaped it—and in so doing Congress has 
made a more important and effective 
contribution to the cause of economic 
recovery than anything that is to be 
found in the President’s spending- 
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lending-credit program. 

















The question now facing us is not 
only: Can we have recovery without inflation? It is also: 
Can we have recovery this year even with inflation, in 
view of the limited scope of the actual inflation appar- 
ently in prospect for the near future? 

The answer to the first question is, Yes—if condi- 
tions favorable to expansion of private investment and 
private credit come into being. But such conditions do 
not now exist. Obstacles of a temporary nature include 
burdensome inventories, especially in most lines of con- 
sumers’ durable goods, and maladjustments in our wage- 
cost-price structure. With respect to both these prob- 
lems correction has made considerable progress. But 
there is not enough visible promise in the near term 
price and profit trends to induce any substantial 
expansion of inventory investment such as_ usually 
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plays a leading role in touching off a spiral of recovery. 

Of much more fundamental importance, however, are 
the obstacles that lie in the political realm. There is 
no need of itemizing here the policies and philosophies of 
government which during the past five years have had 
the net effect of seriously reducing, if not largely elim- 
inating, the incentive for private investment. The record 
since March, 1933, speaks for itself. At the top of the 
Roosevelt recovery bank credit being utilized by indus- 
trial and commercial borrowers was a smaller total than 
when the recovery started. During this five-year period 
the total amount of new capital financing, of a type 
involving expansion of enterprise and creation of employ- 
ment, equalled but a small fraction of that in any equal 
period of time in the generation (Please turn to page 12) 
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Revolt Against New Deal 


Brightens Business Prospects 


Breach Widens Between White House and Congress, 


the President and His Party, anc ‘etween the 


New Deal and a Worried Public 


BY RAY TUCKER 


; struggle between Rooseveltians and Jeffersonians 
for possession of the Democratic party has moved 
swiftly from the stage of trench sniping to stormy com- 
bat in the field of national politics. More resolutely 
even than recent turbulent events portray, the old- 
fashioned leaders within and without Congress have 
advanced against New Deal redoubts seemingly 
impregnable. 

Almost every distinguished Democratic chieftain has 
now broken with Mr. Roosevelt on major policies. 
Never before in American history has a Chief Execu- 
tive been so utterly repudiated by the men who should 
be serving as his front-line figures, or at least concealing 
their differences from the gaze of the public. To call 
the roll of those who have defied and denied him is to 
list almost every graybeard of the party, every faction, 
every section of the country. 

The Vice-President beards him on his anti-business 
complex, his inflationary program, his work-relief philan- 
thropy, his tolerance toward organized labor’s more 
extreme tactics. The unhappy Carter Glass, the Senate’s 
acknowledged authority on banking and finance, shud- 
ders at these newest ventures. Pat Harrison virtually 
scraps a tax system fundamental to the New Deal 
philosophy of redistributing wealth and maintaining 
purchasing power. Tammanyite John O’Connor and 
Texan Hatton Sumners persuade the House to repel 
schemes vesting even more dictatorial power in the 
White House. 


Opposition More General 


There is a new note in the chorus of complaint. The 
arguments of these solid, hard-boiled Democrats for a 
live-and-let-live attitude toward big and little business 
— toward productive sources of employment — have 
caught the imagination of the public. The general con- 
clusion seems to be that when such political loyalists 
rise up against their own party boss on the eve of a 
Congressional election, and only two years prior to a 
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national showdown, there must be something wrong in 
the nation’s Capital. 

The intra-party opposition does not represent simply 
sporadic protests against piecemeal policies such as Mr. 
Roosevelt’s predecessors have frequently faced. It 
reflects a conviction that the President heads a wreck- 
ing rather than a rescuing squad. Mr. Garner epitom- 
ized it when he warned the head of the government 
that his financial program was damaging both the nation 
and the party. Despite those denials, which Washing- 
ton anticipates and discounts on such unfortunate occa- 
sions, the Texan did beg the President to “give the cattle 
(business) some grass,” and to “stop chivvying them.” 


Split in the Ranks 


The V. P.’s homely allegory, with the subsequent dis- 
pute over whether he should have said “chivvying” or 
“choucing,” has crystallized public sentiment against 
Mr. Roosevelt’s harassment of private enterprise more 
forcibly than a formal manifesto signed by Henry Ford, 
John D. Rockefeller, Jr., and J. P. Morgan would have 
done. The latter would have been blasted by Messrs. 
Ickes and Jackson as “economic royalists,” and they 
might even have been thought prejudiced by the 
populace. But when a hard-headed Democratic plains- 
man like Garner denounces the Administration’s basic 
credo, and when he sides openly with such policy 
destroyers as Harrison, Glass, Byrnes, Wheeler, O’Con- 
nor and Sumners, it affects public thinking more deeply 
than a dozen “fireside chats.” 

Other eminent carpenters of the original and subse- 
quent New Deals feel and express dissatisfaction. The 
Cabinet is split down the fairway over the new lending 
and spending program. Secretary Morgenthau’s solemn 
promise of economy and budget-balancing, delivered 
with White House inspiration and indorsement, was 
repudiated almost before Henry returned to his Treasury 
hideout. 

Last summer’s too sudden termination of government 
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subsidies for cities and states was just as abruptly 
reversed at the persuasion of Spenaers Hopkins, Ickes 
and Eccles, to the chagrin of Messrs. Morgenthau and 
Jones. 

Yet it is a fact susceptible of mathematical proof 
that the majority of Mr. Roosevelt’s official household 
are horrified over Doctor Eccles’ golden transfusion into 
the banking system of funds which threaten a form of 
European inflation rather than healthy assistance to 
private industry. 

An equally vital factor in the progressive disintegra- 
tion of the Roosevelt machine, both economically and 
politically, is the growing revolt and resentment of organ- 
ized labor. In Pennsylvania, New York, Illinois, Ohio 
and Kentucky the C. I. O. and A. F. of L. factions have 
carried their feuds into the political field. They have 
also begun to question the efficacy of the President’s 
back-to-work movement, in view of the increasing army 
of jobless. 

Local laborites are threatening to campaign as Ameri- 
can Labor Party candidates against sitting Democrats, 
with the prospect that many political friends of the 
working man may be ousted from Congress. In short, 
the anti-Roosevelt sentiment long prevalent among the 
leaders—John L. Lewis and William Green—is seeping 
down to the factory districts and political precincts. The 
individual workers are discontented, preferring a steady 
job to W P A handouts. The palace revolution has 
become a plebeian affair. 

Indeed, it is quite possible that labor itself may 
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destroy the New Deal by disillusioning the very folk— 
the masses—who have looked upon it as a holy crusade. 
In Pennsylvania the opposing forces—the Guffey-Lewis 
(C. I. O.) crowd and the McCloskey-Laurence (A. F. 
of L.) faction are hurling the nastiest, stickiest sort of 
mud in each other’s faces. The various politicos who 
once banqueted together at the New Deal table are 
swapping accusations of corruption, bribery and finan- 
cial scandals involving public contracts and W P A 
coercion. In the Florida primary the same sensational 
charges have been aired. 

Pennsylvania offers an excellent example of what 
happens when president makers bargain, as Mr. Roose- 
velt’s managers did in 1932 and 1936, for the support 
of every office-seeker and hungry but unrelated bloc 
in sight. Ironically, almost every individual involved in 
the desperate fracas are Republicans who suddenly 
became New Deal converts under the spell of the Presi- 
dent’s charm and Jim Farley’s organizational ability. 
The men now engaged in discrediting each other— 
Messrs. Earle, Wilson, Margiotti, Lewis—drew suste- 
nance from G. O. P. troughs in their salad days. By the 
same token, the laborites responsible for the prospective 
smashup once marched in the front rank of torch-light 
parades exalting Harding, Coolidge, Hoover. 

Likewise the Progressives entertain doubts of the suc- 
cess of Roosevelt reforms as measured against results. 
Some believe that he has accomplished no basic improve- 
ments, while others doubt that he ever meant to. Though 
they differ among themselves (Please turn to page 119) 
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Extent of Hazards in Companies 


With Foreign Stakes 


Part Il. 


Outside the Americas 


BY NORMAN TRUMBULL CARRUTHERS 


iris dealing with the stake of American corpora- 
tions in Mexico and other parts of Latin America have 
been published in previous issues. Here, we cover briefly 
part of the American corporate interests which lie out- 
side the Americas. 

A glance over the accompanying list will show that 
a surprisingly large number of our big companies have 
interests of great importance throughout Europe, Asia 
and other parts of the world. It may be something of 
a surprise to isolationists to find so many American 
companies whose foreign sales are 20 per cent, 30 per 
cent, or more, of total sales. Obviously such companies 
cannot be other than highly sensitive to events abroad 
whether they be for good or ill. 

In Asia and Africa, American investments tend to be 
of the Latin American type. This is to say, they involve 
the production of raw materials. In Africa it is mining; 
in Asia the production of petroleum and the growing 
of rubber. On the other hand, there is in g ila 
striking difference between this type of investm and 
the interests we have in Europe. In 


the case of the 





Courtesy National Cash Register Co. 


former there are tremendous physical assets which are 
not within the jurisdiction of the United States. But in 
Europe, generally speaking, our interests tend more to 
small branches doing light manufacturing, to selling 
agencies. Of course there are notable exceptions such 
as the large physical assets held by International Tele- 
phone and Telegraph in Spain and elsewhere, but in 
the main our European stake is more nearly a_ trade 
stake than a property stake. So far as stockholders of 
individual companies are concerned, should the un- 
toward happen, the loss of a trade stake probably could 
be better borne than the loss of a property stake. 

The same kind of foreign exchange restrictions which 
were shown to be so hampering to our interests in Latin 
America are to be found doing the same thing in Europe 
and elsewhere. In Europe, however, there is much less 
uniformity in the degree of control exercised. It varies 
all the way from complete freedom as in England and 
France to the most onerous and complete exchange re- 
striction in the world which is imposed by Germany. 
Naturally, the effective value of American investments 





The National Krupp Register Company's factories in Berlin, Germany, represent part of National Cash Register's foreign stakes. 
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abroad varies very closely with the degree of control 
over foreign exchange. In its extreme form it means 
that although profits may be ea*~ed in the foreign cur- 
rency the fact that they cannot be transferred to this 
country virtually renders the whole undertaking value- 
less. This is a point to be kept always in mind when 
appraising a company’s foreign interests. 

Europe has been on the brink or a major war so many 
times during the past few years that this undoubtedly 


is a possibility to which the investor in an American 
company with large foreign interests has given consid- 
erable thought. It does not follow necessarily, however, 
that a war would automatically wipe out the American 
investment in Europe. There would be danger, of course, 
that a certain amount of physical property would be 
destroyed. There would also be the risk of confiscation, 
although in this case indemnification would be likely in 
most instances. 





American Investors Have a Direct Stake in the World Outside the 


Americas in These 


Aluminium Ltd Incorporated ten years ago in Canada to take 
over the foreign business of Aluminum Co. of America. Stock is listed 
on the New York Curb. Although business appears primarily Canadian 
plants are operated in a number of European countries, in India and 
Japan. The straight export business between Canada and Japan is 


of importance. 


American & Foreign Power. Vital interests lie in Latin 
America, although company could ill afford to lose its investment in 
the Shanghai District of China, and in India—particularly the former. 


American Metal Co. South African interests include large 
investments in Rhodesian Selection Trust and Roan Antelope Copper 
Mines. Market value of these holdings is between $40,000,000 and 
$50,000,000. 


American Radiator & Std. Sanitary. Has a number of 
European affiliates which operate manufacturing plants. 
erations as a whole, including a straight export business, are by no 
means of minor importance. Last annual report shows cash in Germany 
and Italy in excess of working capital requirements having been 
invested in the marketable securities of these countries in the amount of 
$3,238,000. Reference was made also to a decline of approximately 
$400,000 in the Reserve for Foreign Exchange Valuation, brought about 
principally by decline in the French franc. 


Foreign op- 


Armstrong Cork. Total foreign investment as of 12.31.37 
amounted to $3,700,000, of which about $2,300,000 was in Spain. The 
latter is only about 5 per cent of the book value of the parent com- 


pany's stock. 


Briggs Manufacturing. Has large stock and debenture in- 
terest in Briggs Motor Bodies, Ltd., whose principal customer is Ford 
Motor, Ltd. (England). 


Bristol-Myers. lpana toothpaste, Sal Hepatica and Ingram's 
shaving cream are the company's best known products. Foreign busi. 
ness, which is world wide, is of substantial importance. The Australian 


subsidiary is among those carrying on manufacturing operations. 


Colgate-Palmolive-Peet. 
wholly-owned manufacturing and selling subsidiaries: in many another 
country, however, the company maintains its own selling organization. 
It is believed that total foreign business is of great importance. 


In England and Germany are 


Continental Can. Although it owns about I! per cent of the 
ordinary shares of Metal Box, Ltd., important British can maker, this 
represents a very minor percentage of the parent company's invested 


capital. 


Corn Products Refining. 
ber of European countries and in Japan. These together with export 
business account for a very substantial part of operating revenues. 


Company has factories in a num- 
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Leading Companies 


Crown Cork International. some $7,000,000 
in total resources and is controlled by Crown Cork & Seal Co., Inc. 
The subsidiaries of Crown Cork and 
widely scattered throughout the world. 


Represents 


International are nurnerous 


Du Pont de Nemours. while the company has a number of 
subsidiaries and affiliates operating abroad and does in addition of 
large export business, foreign interests are very small in relation to 
those in this country. Probably the greatest interest in things abroad 
is obtained through du Pont's General Motors investment. 


Eastman Kodak. 


Europe and one in Australia. 


Has plants in England, four in Continental 
Dealers handling Kodak Products are 
to be found in every important city in the world. Foreign operations, 
a straight export business from U. S. and countries in 
which manufacturing operations are carried on, may well contribute 


including 
as much as a third of the company's total income. 


Electric & Musical Industries. An English company with 
American shares listed on the New York Stock Exchange. Company 
is a large manufacturer of talking machines and records with interests 
overlapping the broadcasting and television fields. Total resources 
are in the neighborhood of $20,000,000 and the scope of the business 


is world wide. 


Firestone Tire & Rubber. 
000 tires a day, while plants in Canada, Argentine, England, Switzer- 


Domestic capacity rated at 49,- 


land, Spain and South Africa are estimated capable of producing 
12,500 tires a day. Company, of course, produces, for the most part 
in this country, a great many other products in addition to tires. 
More than 1,000,000 acres of land is leased in Liberia, on part of 
which rubber is being grown. The straight export business of tires 
and other products from countries with manufacturing facilities is 
of fair importance. 


Foster-Wheeler. Has a wholly-owned British subsidiary with 
a plant at Egham, England, which makes the auxiliary steam. oil 
refinery and other equipment such as the parent company manufac- 
tures in this country. The French subsidiary maintains a sales and 
engineering staff. The business done by the company 
directly abroad probably is larger than that done by the foreign 
subsidiaries. 


American 


General Electric. There was formed in 1919 the 
tional General Electric Co. for the purpose of consolidating the parent 
company's foreign (except Canadian) sales, engineering and other 
International G. E. has subsidiaries and affiliates operating 


Interna- 


activities. 
in almost every important country in the world. Export business, both 
by the parent American company and manufacturing interests abroad, 
is of considerable importance. 


General Electric, Ltd. |; 4 British company with total re- 
sources of some $85,000,000. Does an extensive export business from 











England. American Depository Receipts are actively traded on the 


New York Curb. 


General Motors. La:+ year General Motors sold abroad 
363,508 cars and trucks with wholesale value of $335,679,074. Of these, 
about 180,000 were designated “American source" vehicles, while the 
balance represents the output of the German subsidiary, Adam Opel, 
and the British subsidiary, Vauxhall Motors. In addition, General 
Motors does an important foreign business in household appliances 
and the other products which it manufactures. The latest annual 
report points out that the stated earnings for 1937 did not include 
$3,193,000 which was realized abroad—mainly in Germany— but which 
could not be remitted owing to restrictions on foreign exchange. 


Gillette Safety Razor. Of the net profit of $4,500,000 
reported for last year about two-thirds was derived from sales outside 
this country. A large factory was opened near London a year or 
two ago. There are other factories in France and also in Canada 
and Brazil. 


Goodrich, B. F. Operates plants in England, France and 
Japan. Also, the straight export business of this company is to be 
considered of some importance. 


Goodyear Tire & Rubber. 
products is world wide. Countries in which there are foreign plants 
include England, Australia and Java. Although the company has 
rubber land in a number of countries, the Sumatra plantations being 


Distribution of the company’s 


the most important, it is a long way short of supplying its own crude 
rubber needs. 


Gulf Oil. 


in Europe and elsewhere. Has a 50 per cent interest in a concession 
covering the State of Kuwait on the Persian Gulf. This, however. is 


Has a number of marketing subsidiaries operating 


a long way from being the proven proposition as, for example, are 
the company's South American properties. 


Hercules Powder. 
ticularly in naval stores. The company's paper makers’ chemicals divi- 
sion has a plant in England, while recently in the same country, in 
conjunction with other interests, a plant was started for the production 


Does a considerable export business, par- 


of chemical cotton. 


Imperial Tobacco (of Gt. Brit. and Ireland) Ltd. 
A $400,000,000 organization, having American Depository Receipts ac- 
tively traded on the New York Curb Exchange. 


Ingersoll-Rand. 
branch offices in many other foreign countries. 


Has a plant in Manchester, England, and 
Export business is 


important. 


International Business Machines. Sales are made to 
almost every country in the world and are believed to represent about 
20 per cent of the total. There are a number of plants in Continental 
Europe, aithough these are mainly engaged in the manufacture of 
cards and in assembly operations. 


International Harvester. 
France, Germany and Sweden. In the fiscal year ended October 31, 
last, foreign sales of nearly $82,000,000 were about 23 per cent 


Operates twine factories in 


of all sates. 


International Nickel of Canada. ajthough a Canadian 
organization, it is estimated that American ownership is about 47 per 
cent. Through Mond Nickel, Ltd., International Nickel’s stockholders 
have interest in extensive property in England, Scotland and Wales. 


International Telephone & Telegraph. Operates Span- 
ish Telephone system and also that in Shanghai, investments which 


82 


have both been threatened recently by wars. Operates telephones in 
Roumania in addition to auxiliary services. The investment in Spain 
is thought to be about 20 per cent of the total, that in Roumania 
about 4 per cent and that in Shanghai less than | per cent. Interna. 
tional Telephone & Telegraph is an important manufacturer of tele. 
phone and other electrical equipment. There are factories throughout 
Europe and in Asia, too. 


Italian Superpower. Owns a substantial interest in virtu- 
ally all the principal Italian power companies. Investments have a 
balance sheet valuation of about $29,000,000. While dividends in lire 
are being credited to the company in Italian banks, exchange restric. 
tions recently have prevented any part of them from being converted 


into dollars. 


Loew's, Inc. 
both direct and indirect, in physical property abroad, this is far 
outweighed in importance by foreign receipts on account of film 
rentels. Foreigners are believed to contribute about a third of all 


While the company has an appreciable interest, 


such rentals. 


Monsanto Chemical. Monsanto Chemicals, Ltd., important 
English subsidiary, has its main plant at Ruabon, Wales. At Sunderland 
another plant is engaged in coal distillation, supplying the Welsh 
plant with raw material for the many fine and coal tar intermediate 
chemicals which are produced. 


National Cash Register. Countries abroad in which there 
are plants include Germany and Japan: the Canadian factory largely 
supplies the British Empire. Last year sales abroad accounted for no 
less than 46 per cent of the total. 


Newmont Mining. 
African mines is of major importance. 


The company's interest in various South 


Otis Elevator. 
sidiaries or affiliates in England, France, Germany, Italy, Belgium 
Australia and New Zealand. 


Operates extensively abread and has sub- 


Paramount Pictures. 
such as the studio in London, is not of great moment, the complete 


While the physical property abroad 


loss of the export market would be a blow of considerable severity. 


Parke, Davis. 
tered throughout the world. The company derives about a third of 


Laboratories and branch offices are widely scat- 


its sales volume from abroad. 


Procter & Gamble. 4 comparatively recent acquisition 
was Thomas Hedley & Co., Ltd., which placed Procter & Gamble 
actively in both the English domestic and export markets. 


Quaker Oats. Among the foreign countries in which the com- 
pany has plants are England, France, Sweden, Denmark, Holland and 
Germany. Selling branches are maintained in other countries. 


Remington-Rand. In addition to Canada, there are manv- 
facturing plants in England, Germany and India. The company also 
It is believed under normal condi- 
tions that foreign sales contribute about a third of the total. 


does an extensive export business. 


Roan Antelope. Is a large low-cost Rhodesian copper pro- 
ducer. Total resources are about $40,000,000. The American Shares 
are listed on the New York Stock Exchange. 


Royal Dutch. is one of the most important producers and 


marketers of petroleum products in (Please turn to page 128) 
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Promise of Bountiful Crops Helps 


Farm Equipment Companies 


BY C. HAMILTON OWEN 


‘a appraising the outlook for a particular industry, 
what is actually appraised is the willingness and ability 
of the industry’s customers to produce effective buying 
power. Thus what the railroads are to the railway equip- 
ment industry, the utilities to the electrical equipment 
industry, and business and industry generally to manu- 
facturers of office equipment, the farmers are to the farm 
equipment industry. The leading manufacturers of farm- 
ing machinery are vitally concerned in the farmer’s well 
being and, in a large measure, the farmer’s problems are 
also their problems. 

In fact, it is possible to go even further and say that 
the interests of all manufacturing industry and the farm- 
ers are so inextricably bound together that prosperity 
in one group and depression in the other could be noth- 
ing more than a temporary paradox. Such being the 
case, one might logically conclude that in the current 
setting of depressed industry, the farmer inevitably will 
suffer a loss of buying power, i.e., ability to purchase 
new supplies and equipment. The fact that prices of 
leading farm commodities are currently substantially 
under the level prevailing a year ago would seem to 
support such a conclusion. Closer examination, how- 
ever, discloses several mitigating circumstances in the 
farmer’s 1938 prospects. 

Present indications are that major crops will be as 
large if not larger than last year, offsetting to some 
extent the loss of income through lower prices. The 


MAY 7, 1938 


bountiful AAA stands ready to lend ample financial 
assistance to “cooperating” farmers. Larger export buy- 
ing is a possibility. Even conceding lower income to the 
farmer this year, the decline is likely to be less than in 
the case of urban and industrial workers. All of these 
factors are pertinent to the outlook for the farm equip- 
ment industry and therefore justify fuller consideration. 

Of the principal crops winter wheat holds the lime- 
light at this time. Based on growing conditions as of 
April 1, the Department of Agriculture estimates that 
the winter wheat crop will yield 725,707,000 bushels. 
This would be the largest crop since 1931, and the third 
largest on record, exceeding last year’s harvest by 
30,000,000 bushels and nearly double the crop in the 
drought year 1933. A normal spring wheat crop would 
run around 200,000,000 bushels which together with the 
200,000,000 bushel carryover indicates a total wheat 
supply this year in excess of a billion bushels. 

There is, of course, the contingency that growing con- 
ditions, which were unusually favorable up to the first 
of April, may suffer from deteriorating weather. In fact, 
since the Government crop estimate, unseasonal cold 
weather resulted in frost damage. It appears certain, 
however, that unless the weather suffers a severe and 
prolonged turn for the worse, the harvest yield will be 
exceptionally bountiful, with a large exportable surplus. 
Normal domestic consumption averages around 650,000,- 
000 bushels and exports average 50,000,000 bushels. 
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on the market. Prices have also beep 





given timely support by large export 
sales. Since last October corn exports 














have exceeded 43,000,000 bushels and 
were larger than any seasonal total in 
fifteen years. The Argentine crop, now 
being harvested is small, and will be 
largely off the market by the time our 
1938 crop becomes available, and indi- 
cations are that foreign demand may be 
well sustained into 1939. According to 
the Department of Agriculture, 94,595,- 
000 acres will be planted to corn this 












spring, indicating a potential yield, with 
| normal weather conditions, of 2,360,- 
000,000 bushels. Acreage allotments in 
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40,491,279 acres, calculated to yield a 
J | crop 110 per cent of domestic consump- 








Based on the latest estimate, therefore, an indicated 
surplus of 225,000,000 bushels will be realized from the 
1938 crop alone. The carryover would raise this figure 
to over 400,000,000 bushels. 

Aside from the possibility of adverse weather condi- 
tions, this situation and its bearish implications on wheat 
prices, might be relieved by a larger export demand. 
It is, however, far too early to make any forecast as to 
crop yields in principal foreign countries, and reports 


of smaller Australian, Italian and Rumanian wheat 
crops must await more definite confirmation. 

Lacking a larger-than-normal export demand, the 
AAA may be compelled to make crop loans. should 


the surplus depress prices by June 15 to less than 52 per 
cent of the “parity” price. The parity price is the price 
at which wheat would have the same purchasing power 
in terms of other commodities as in 1909-14. This means 
that wheat would have to sell below 60 cents a bushel. 
based on the March parity price of 115.8 before crop 
ioans become mandatory. Loans would be made at the 
rate of 60 cents a bushel, or better. The Agricultural 
Adjustment Act of 1938 provides for the establishment 
of marketing quotas and parity payments en wheat but 
these provisions cannot be invoked unless Congress 
appropriates funds, to be raised presumably through 
the means of a processing tax on wheat. It appears 


tion and exports. If this figure appears 
high, it should be borne in mind that 
livestock on farms is considerably less than the ten-year 
average and is likely to be materially enlarged this year. 
Apparently this prospect was taken into consideration 
in setting corn acreage allotments. Should the current 
crop and carryover exceed 2,800,000,000 bushels, farmers 
would be asked to vote on the imposition of marketing 
quotas. 

As to cotton, none but a confirmed optimist would 
be likely to predict any appreciable recovery in cotton 
prices. War or a strong inflationary impulse might lift 
cotton prices, but so far as the statistical position of 
the commodity is concerned, the price outlook is a 
dubious one. 

According to the latest report of the Census Bureau 
the total cotton crop for the season ending July 31, 
next, will be 18,934,153 bales. This is the largest crop 
on record and almost 1,000,000 bales larger than the 
previous record-breaking yield in 1926. Total supplies, 
with the addi‘ ion of the current carry-over, will approxi- 
mate 24,500,000 bales this season. Consumption has 
been estimated at 12,000,000 bales, or less than half of 
available supplies. This means that 12,500,000 bales will 
be carried over into the 1938-39 season, or more than 
double the carryover this season. 

Cotton farmers have voted in favor of imposing quo- 
tas and planted acreage in the current growing season 





doubtful at this time that the necessary legislation will will be cut from 34,300,000 to 27.000.000 acres. The 
be enacted at the present session, 
leaving crop loans the only method 
of “relicf’ to the wheat farmer. 
These loans are not likely to ag- Significant Points in Prices 
gregate less than $120,000,000 and of Three Leading Farm Commodities 
may run considerably higher. The 
effect of the loan program will be Seen om ‘ear 1937-38 
‘ High Low High Low High Low High Low 

to place a floor under wheat prices. y,_., 

Loans oa corn will have a similar $ per bu 1.46%, .96 1.17% 43% 1.30% 96% 93 80% 
effect, as indeed they already have. ies 
Last year when corn prices dropped $ per bu 1.05%, 793 67 25 1.29% 85 i i 
from about $1 to 50 cents a bushel, ¢. 3 
loans at the rate of 44 to 50 cents c¢perpound...20.95 17.12 11.78 5.75 14.59 11.41 9.40 8.37 


a bushel were made available. These 
loans had the effect of holding corn 
on the farms and relieving pressure 


* July contracts. 
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potential yield on the latter 
basis is placed at 11,000,000 bales 
but intensive planting may bring 
this figure up to 13,000,000. 
Judging from the heavy sale of 
fertilizers in the South, this is 
precisely what cotton planters 
are planning to do. If such 
proves to be the case, cotton 
supplies for the 1938-39 season 
will be even larger, by about a 
million bales. Even this pros- 
pect presupposes that consump- 
tion will hold at 12,000,000 
bales, a somewhat unlikely pre- 
sumption in the face of reduced 
consumer demand and the ac- 
tive competition of foreign grow- 
ers in markets where American 
cotton would normally be pre- 
ferred. 

The cotton loan has supplied 
prices with a stabilizing influ- 
ence, but the supply-demand 
situation is, of course, not re- 
lieved and the Government 
holds about 6,000,000 bales of 
cotton impounded against loans. It is, therefore, rather 
obvious that in one way or another the cotton farmer’s 
income will have to be made up substantially of Govern- 
ment bounty—loans, soil conservation payments, parity 
payments and what have you. 

From the preceding summary of the three principal 
crops, it is readily apparent that the farmer stands to 
suffer a loss of income in the 1938-39 season. Some 
part of the depletion, at least, will be made up by 
Government assistance, or perhaps it might be better 
to say that the decline will be less, than might other- 
wise be the case. At best, of course, any prediction 
of farm income at this advanced date, must be amply 
safeguarded by qualifications and reservations. The 
possibility that several factors might intervene to alter 
materially the outlook must be recognized. War, weather, 
failure of foreign crops, improved industrial prospects 
and inflation psychology—any of these are within the 
realm of possibility and could conceivably become an 
effective and bullish force. There is also the intangible 
factor of farmer psychology. An average farmer with 





Courtesy International Harvester 





Co. 


large crops in his field is much more likely to be in a 
mood to buy a new tractor or truck, even though farm 
prices are lower, than the farmer whose crop has been 
destroyed by drought. 

In reducing the crop outlook at this time to terms of 
actual dollars and cents, one cannot do better than ac- 
cept the estimates of the Bureau of Agricultural Ece- 
nomics. According to that bureau farm income from 
marketings in the first quarter of this year was approxi- 
mately $1,571,000,000, compared with $1,739,000,000 in 
the first quarter a year ago. In the current period in- 
come from all farm commodities except dairy products 
was lower. Normally farm income from marketings de- 
clines from 5 to 10 per cent below the first quarter, 
which would indicate total income of about $3,000,000,- 
000 for the first six months, to which will be added 
Government payments of at least $500,000,000. If total 
income from all sources amounts to $3,550,000,000, it 
would compare with total income of $3,850,000,000 in 
the first six months last year, or a decline of less than 
8 per cent. Some $130,000,000 is due to cotton farmers 
on last year’s operations and it 1s 
possible that a good portion of this 





Leading Farm Equipment Companies 


Earned per Divs. 1937 
Share Paid Price Range 


Company 1937 1936 1937 High Low 
Allis-Chalmers 4.42 2.27 3.50 831% 34 
$3. Rae... ss 13.98Oc 12.36 6.00 1913/4 80 
Deere....... 4.25a 3.14a 2.00 27 191% 
International Harvester. 6.3128 5.77a 3.50 120 53% 
Minneapolis-Moline. . . 1.26a 0.14 None 161, 43, 
Oliver Farm Equipment... ... 6.43 4.24 None 73 24 


Oc—10 months to Oct. 31. a—Fiscal year ended Oct. 31. 


money will be distributed before 
July 1. 

Thus far. however, the farmer has 
suffered a greater decline in the 
prices which he receives for his prod- 
ucts, than the prices of the things 


1938 
Price Range Recent 
High Low Price 


51% 34%4 42 which he buys have declined. At the 
i) VY 2 . : 

97h or sid end of March farm prices were 

251% 179, 20 

ay pe ae ‘7% under the 1910-14 average, 

‘4 . . . u 

“a x while prices paid by the farmer were 

fy . 
YGO rher 
~— a: 8 26% higher than the _ pre-war 


level. A year ago, the two price 
levels were nearly in balance. The 
(Continued on page 124) 
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First Quarter Earnings 


and 


Second Quarter Prospects 


Marked Improvement in the Second Quarter Not 


Expected, Although There Is Hope for the Fall 


BY J. 


‘ 

— reports for the first quarter of the present 
year are now at hand to show in a plain dollars and cents 
manner the disastrously low levels to which business 
has fallen. Naturally, the picture is not completely de- 
void of bright spots, but these are few and far between. 
The general impression created is the worse because the 
comparison is being made with a period which repre- 
sented quite a high level of corporate prosperity. This 
adverse comparison will apply also to the present quar- 
ter, but after this the business activity of last year will 
begin to lose its potentency to accentuate a poor earn- 
ings statement. 


Contracting Volume 


Primarily, loss of volume has been responsible for the 
decline in corporate profits. This, however, quickly 
brings other troubles. Prices begin to go down as cor- 
porations compete among themselves for the contracted 
available business. While there are some companies 
that are helped by lower prices, for the majority it means 
narrower, rather than wider, profit margins and a sick- 
ening sensation when it becomes necessary to revalue 
high-priced inventory. 

The very rapidity with which the depression material 
ized has also contributed to the poor showing. Manage- 
ment just has not had the time to make adjustments in 
the interest of economy. Moreover, during the past sev- 
eral years there has been a pronounced tendency for 
overhead costs to rise and to attain a greater rigidity. 
One may cite in this connection higher taxes, partic- 
ularly taxes which are not based upon dollar volume or 
upon profits. The increase in real estate taxes is pos- 
sibly the greatest offender in this respect, but taxes “per 
unit”—whether business unit, or unit of production— 
also make for cost rigidity. The levy per store on chain 
stores is an example of unit taxation: so are the im- 
positions on cigarettes which are imposed per pack. 

Nor must it be forgotten that wages in general today 


86 


’.. CLIFFORD 


are less flexible than they have ever been. The prime 
example of this is to be found in the case of the railroads 
where, despite the fact that the industry is flat on its 
back and is rapidly approaching the point where Gov- 
ernment operation will be the only solution, wage rates 
are the highest in history. 


Results Vary Greatly 


In looking over the accompanying table—which, in- 
cidentally, shows not only how actual earnings for the 
first quarter of the present year compare with the show- 
ing made in the first three months of 1937, but also how, 
in our opinion, the present quarter will compare with the 
first—it will be noted that there is a sharp difference in 
the reports made by companies in the field of consumers’ 
goods and those in the field of capital goods. This, of 
course, might have been expected, but even so it is 
worth noting again that investors almost invariably fare 
better during depression in companies whose business 
caters to everyday consumption. 


Consumers’ Goods Companies Do Best 


Among the companies which actually did better dur- 
ing the first quarter of this year than in the first quarter 
of 1937 are the two big refiners of corn—Corn Products 
Refining and Penick & Ford. The circumstances here, 
however, are rather unusual, for the high price of corn 
last year made for earnings that were exceptionally poor, 
relative to those being made by industry in general. The 
two companies are expected to continue doing reason- 
ably well. 

Other results that are fairly good are to be found 
among the food group. The biscuit companies, for ex- 
ample, about held their own; National Biscuit’s earnings 
in the first three months of 1938 were a few cents a 
share better than in the same period of last year, while 
United Biscuit’s were a few cents lower. The adverse 
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comparison in the case of Loose-Wiles 
is mainly because the first quarter of 
1937 was by far the best. In the case 
of the biscuit and baking companies, 
lower prices for such raw materials as 
flour and sugar are helping to offset the 
effects of decreased volume, especially 
in the luxury lines, and competition 
which has grown exceptionally keen in 
recent years. 

Package foods as represented by Gen- 
eral Foods and Standard Brands may 
also be said to be holding their own, for 
the decline in earnings was a modest one 
in both cases. The chewing gums— 
usually placed with the foods for want 
of something better—have long dem- 
onstrated a capacity to make money in 
good times and bad. American Chicle’s 
earnings in the first quarter were 
slightly higher, while Wrigley and 
Beech-Nut Packing reported moderate 
declines. 


Steels Make Poor Showing 


If foods and companies allied to food 
made the best showing, steels certainly 
made the worst. In most cases, sub- 
stantial earnings on the common in the 
first quarter of last year turned into a 
loss for the first quarter of this. Such 
was the result with American Rolling 
Mill, Jones & Laughlin, Republic Steel, 
United States Steel and Youngstown 
Sheet & Tube. Bethlehem Steel earned 
a few cents a share on its preferreds. 
Inland Steel and National Steel were 
the only steel companies in the accom- 
panying list which made money on the 
common in the first quarter and even 
here earnings were down very sharply. 

The effect of the lack of earning 
power in the steel industry is to be seen 
in the showing made by a number of 
other companies. The earnings of the 
two refractory companies for instance, 
Harbison Walker and General Refrac- 
tories, declined sharply. On the other 
hand, if it may be said that the lack of 
earnings in the steel industry reacted 
adversely on the refractory companies 
it is true also that the showing made by 
the automobile industry is largely re- 
sponsible for the poor results in steel. 
\s this is written, General Motors is the 
only important automobile company to 
have reported for the first quarter and 
its earnings of 14 cents a share of com- 
mon compared with 99 cents a year ago. 
From present indications it does not ap- 
pear that very much can be expected 
of the automobile industry for some 
time to come. 
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Quarterly Earnings and Prospects 





Earned per share of common How the second quarter 
First quarter First quarter ‘38 is likely to compare 































































































Company 1938 1937 with first quarter °38 
PUP ROGRIOI Ss ooo oo ois cas secs Sse $0.31 $0.77 Little change 
American Brake Shoe & Foundry............. 0.22 1.06 No better 
| es re 1.84 1.79 About the same 
American Cyanamid...................22... 0.03 0.54 Little change 
American Rolling Mill...................... def 0.80 Continued loss 
American Tel. & Tel. (parent only)............ 2.07 2.33 Slightly poorer 
PRI 6 ob vcivlnca one eter aes dene oe 0.52 1.10 Little change 
INI as 64:50 00%s ode one 010s. cen o-5 0.71 0.69 Perhaps as good 
eis Sa neiie cine sles datcsec cc ote’ 0.41 0.26 Probably as good 
Beech-Nut Packing......................-. é 1.20 1.28 Little change 
NINN Se io 0 oo cisei'veigine.tos.odeinn's:v Nil 2.01 Nothing on common 
DOIN oisio6cccsensacsdsaes seeacss def 2.81 Continued loss 
BOON TINION GUB ooo sik ince iie sc devesse 0.30 0.64 Hardly as good 
a 0.79 0.66 Somewhat poorer 
COTE dg cic Fececcssvessoesisices ss 1.48 1.72 Little change 
COMMINCIN SOTVENR cie vecnccd cee ceccaseness def 0.19 Continued loss 
Consolidated Gas of Baltimore................ 1.18 1.35 Little change 
Consolidated Edison N. ¥..........+-+--005: 1.10 1.03 Seasonally lower 
Cees PUCNOIS ROUTINE os 5 0 cre coscccecscesceccs 0.98 0.70 Just as good 
CEE FON oo goss. oo 60 bc cvs wiasssisnscowes def 1.36 Continued loss 
Gis PORE GS NMOS. oo... 5. oescccivecccccence 0.65 1.34 Somewhat poorer 
Electric Bond & Share.............----0- 2 0.01 0.06 No better 
PU ee ay kaso var da cedeeheseaw nhs 0.54 0.62 Better 
PCIE coco eetcdvnescceenen wees 0.52 0.66 Slightly poorer 
ON IN issc ssc 5 suo bis chcenb' oon ccwes 0.25 0.40 Poorer 
ReIINESS Ass sic c ciel cs Fda 44s ooen wees 0.64 0.78 As good 
Se ee Teen eee Cree 0.14 0.99 No Better 
General Refractories. ............00-0-ec eee 0.22 1.54 Poorer 
Gillette Safety Razor...............60.0008- 0.19 0.44 Little change 
Harbison Walker Refractories................. 0.07 0.77 Poorer 
SOREN INEES oo vis oe dios eo uc'sidipsce00 2% 0.40 0.76 No better 
HIGWO SOONG. go. ccc ecscceseeeces 1.04 3.97 Poorer 
MURINE So ssciccesa0¥ccnceseawce esis def 0.63 Better 
MIs ws fee eee ciseie es cakeslcwaee'e 0.58 3.34 Possibly as good 
1 tional Busi DAMME oso sen sea ceass 2.55 2.40 Quite as good 
MGINEUEIELS 655 vie s'sic.c 80S de aselcdeedees def 1.05 Slightly better 
Pe GPU BIR oi 5 sos cascisivieplecnsiewaes oe def 1.65 Continued loss 
NIE aas tec p ie rc Glcp se cisSeseescdnesien 0.26 1.01 No better 
Une SU COMER ooo iio coos sic sc cc neweeres 0.76 0.76 Perhaps as good 
DINING <5 as ado es bonds cevetare ; 0.38 0.55 Slightly poorer 
ey A er 0.17 0.45 Better 
DMMP SNES. sib 0:50 0c clvb5 0scins eo sinwade's 0.72 0.40 As good or better 
Mathieson Alkali. ..........-6-.2 ee eee eens 0.16 0.52 Possibly as good 
Midland Steel Products.............-......5- nil 1.44 No better 
Minneapolis-Honneywell Reg................ def 0.60 Better 
DASNEANIO CHEMICR 05.556 sss cee cs ee eses 0.52 1.20 Little change 
a 0.09 1.80 No better 
National Acme.........----- pedeaterenes 0.38 0.58 Poorer 
SOMBRETINOEIN< ccc occ ce escc cede cccas sine 0.35 0.33 Better 
National Cash Register.......-.------------ 0.37 0.50 Somewhat poorer 
National Steel........-.------ . nes 0.50 2.63 Unlikely to be better 
Norfolk & Western......------ Sista nce 1.22 5.67 Possibly as good 
Clas BOVINE. 60 odo sc ccs covcccscscsecces 46 0.35 0.60 Perhaps better 
PIN TIDE occ icc cc b5e to neaies Se Sia nil 1.09 Slightly better 
Paramount Pictures...........----0--+eeee 0.22 1.00 Better 
Penick & Ford. ...2...ccscccccecccees a5 1.00 0.24 Quite as good 

87 











Quarterly Earnings and Prospects (Continued) 


Earned per share of common How the second quarter 
*38 is likely to compare 
with first quarter ‘38 


First quarter First quarter 





Company 1938 1937 
SP ere 0.52 1.26 
Procter 8 Gamble. 0.40 1.26 
IE scr ocorccekeiesh~sesnseo ex def 1.04 
Ruberoid........ def 1.00 
Shell Union Oil... A ER rer eye 0.18 0.24 
Southern California Edison 0.35 0.47 
Square D..... 0.19 0.62 
Standard Brands. . . . 0.17 0.22 
Texas Gulf Sulphur. . 0.48 0.54 
Tide Water Associated 0.42 0.39 
Underwood-Elliott-Fisher. . 0.76 1.92 
Union Carbide & Carbon 0.47 1.10 
Union Oil of California. 0.49 0.47 
United Aircraft........ 0.42 0.27 
United Biscuit of America 0.47 0.50 
U. S. Gypsum... 0.46 1.06 
U.S. Steel. .... def 2.55 
Westinghouse Electric 0.75 2.00 
Wheeling Steel. def 1.89 
Wrigley, Wm. Jr 0.73 0.90 
Yale & Towne. . 0.01 0.80 
Young, L. S., Spring & Wire def 1.18 
Youngstown Sheet & Tube def 3.05 


had been anticipated for this group, 
Glenn Martin’s earnings of 72 cents a 
share were almost double the per-share 
showing of 40 cents a year ago, while 
United Aircraft earned the equivalent 
of 42 cents a share in the first quarter 
of 1938, against 27 cents a share in the 
corresponding previous period. Un. 
filled orders for aircraft are still large 
and there is every indication that these 
companies will continue to do a large 
volume of business. In the event that 
the British-French proposal to buy 
: planes in this country gets beyond the 
“exploratory” stage the volume of busi- 
ness booked might be almost sensa- 
tional. While we would be disinclined 
to put too much faith in the possibility 
of foreign orders, the bright prospect 
ahead of the aircraft industry is_per- 
haps more clearly defined than in the 
case of any other. 

Most of the chemicals made money in 
the first quarter, but an excellent idea 
of the extent and scope of the depres- 
sion is to be gained by comparing what 
they made in the first three months of 
last year with what they made in the 
first three months of this. Du Pont’s 
earnings were down from $1.34 a share 
to 65 cents, Union Carbide’s from $1.10 
to 47 cents, Monsanto Chemical’s from 
$1.20 to 52 cents. In the case of some of 


Slightly better 
Better 
Continued loss 


Slightly better 
Better 
Little change 


No better 
Better 
Hardly as good 
Quite as good 
Somewhat poorer 
Hardly as good 
Little change 
Better 
Better 


Slightly better 
Continued loss 
Poorer 
Continued loss 
Little change 
Some improvement 


Hardly better 
Continued loss 





Machine and Equipments Vary 


While earnings were lower for most manufacturers of 
machinery there was considerable variation in the show- 
ing made by individual companies. Deficits were com- 
mon in the case of those closely connected with the au- 
tomobile industry—Bohn Aluminum and Midland Steel 
Products, for example. Motor Products and National 
Acme were among those closely allied to the automobile 
industry which managed to stay out of the “red” in the 
first quarter, although the former with earnings equal to 
9 cents a share of common, compared with $1.80 last year, 
had little margin to spare. 

Manufacturers of machinery not importantly depen- 
dent on automobiles did better than other machine 
makers, although earnings for the most part were much 
lower. General Electric’s showing of 25 cents a share for 
the first quarter of this year, compared with 40 cents a 
share for the corresponding previous period: Westing- 
house Electric earned only 75 cents a share in the first 
three months of 1938, against $2 a share last year. Square 
D earned 19 cents a share compared with 62 cents a year 
ago: Cutler-Hammer, however, its nearest competitor, 
operated at a loss in the first three months of 1938. 


Aviation Does Well 


What reports have been received from makers of air- 
craft and equipment confirm the favorable results that 


the smaller companies the declines wer 
even sharper. American Cyanamid, 
which earned the equivalent of 54 cents a share in the 
first three months of 1937 earned only 3 cents a share in 
the first three months of 1988. Mathieson Alkali’s 
profits went from 52 cents to 16 cents, while Commercial! 
Solvents was actually in the “red” for the first quartet 
of this year. While the chemicals are closely geared to 
general business and cannot be expected to go ahead in- 
dependently of industry as a whole, they 
that promises full participation in the turn 
come. 

With the exception of International Business Ma- 
chines which reported earnings for the first quarter 
equivalent to $2.55 a share of common, compared with 
$2.40 a year ago, the earnings of the office equipment 
group were lower. International Business Machines has 
a advantage over the rest of the industry during a time 
of depression because so much of its product is on a 
rental basis. Besides, this company has been benefited 
by certain special developments—the keeping of social 
security records, for example. 

Looking at the first quarter’s results as a whole. one 
may be inclined to take the attitude that business profits 
could hardly sink materially lower. While we would be 
willing to accept this thesis with certain reservations, we 
would not like to take the further step and reason from 
this that necessarily a sharp upturn cannot be far away. 
Business profits are certain to be modest in the second 
quarter and are likely to be so in the third: after this 
there is at least hope for betterment. 
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Stocks Selling Below 
Net Quick Assets 


BY GEORGE 


zi. certain stages in a bear market it becomes pos- 
sible to pick out numerous issues which are discounting 
an unpromising future so thoroughly that they are sell- 
ing near or below their net quick asset values. A num- 
ber of representative cases of this sort are tabulated 
below. All obligations prior to the common stock have 
been deducted from net working capital, and the remain- 
der has been divided by the number of shares out- 
standing. 

The resulting net quick asset value per 
resents the stockholders’ theoretical equity 


share rep- 
in case of 


W. MATHES 


no allowance for 


the company’s dissolution, making 
equipment, and 


whatever might be realized on plant, 
other fixed assets. 

Unfortunately, such current assets as inventories can- 
not always be accepted at values as of the balance 
sheet date, and even the cash items will be vulnerable 
to a series of operating deficits. These companies have 
a definite advantage in their strong current positions, 
however, and any change in the outlook for their in- 
dividual industries should find them situated to take 


full advantage of it. 

















Earnings in 






























































































































































Net Quick Book 
Recent Assets Value (or fiscal 
be dl cli ___ Price perShare perShare _year) COMMENT 
PURE CMON NOM o.oo 5 si cscs cdcbccenvicnss 13 $9.36 $32.08 $.37 Earnings 12 months to March 21¢ vs. $1.58. Nevertheless in- 
" ake ee eo. > a eee ae teresting as beneficiary of construction pickup. 
WII oo sic acai eisio se. dinc.ce's oes bce wiscucsiee 11 9.69 22.20 2.88 Cash barely exceeds notes payable. Receivables bulk large in 
ai sn . : current assets, 
EINES ect r sn anita nsWadaceetute se bess 17 15.50 32.66 1.91 Cash alone amounts to approximately $7.70 per share. Arn in- 
Ral NE as oll fe sn See ad teresting speculation, although first quarter resulted in a loss, 
tee rere 22 30.23 65.85 1.29 Year-end inventory adjustment cut net income in one-quarter. 
os ieee eh = _ ma Inventories still higher than net working capital. i 
DRIER s rieaknites sba4 acpi essed se acess seawernts 719 90.50 150.35 13.98 Cash, receivables, and i have a d during year. 
_ _— Earnings would respond quickly to farm purchasing. _ 
RU IIE Sia. 655s a biccocescdcbancwsle ss 111% 11.37 14.15 1.50 <oee third higher than a year ago, inventories lower, improving 
position. 
pe NE ST < | aan ree 14 16.62 30.67 -10d Highly liquid position of last June 30th probably still main- 
_ = tained, _Good cotton crop helpful. 
RII ccs cnicesdcuwecuesuncesta sed 13 20.00 26.07 1.00a Invent of leted pict prised two-thirds of current 
: —s assets at year-end. 
EndicottJOhnson...........-2+-2+-+-++- sense essere 35% 39.57 66.54 2.85 Inventories large but statistical position of hides has improved. 
PUTIN eins ico ob vineidiesicnebcigea msivascceisadioy 7 6.53 19.19 42 Slump in motor sales affects smaller producers seriously; near-term 
eee ‘: profits improbable, 
IIB A oc 5 sic sda ie vivo avuasadameneies 141%, 14.08 26.91 1.62 Strong current position is offset by adverse developments in chain 
store legislation. 
Ree IER IOI oo gs sisson diese 9. Gade base Cawain's wes 13 19.05 33.82 2.32 Inventories grew during fiscal year, but.tire sales ane up rel 
MN a atively well and earning power has been demonstrated. 
PIII iio oi s6.ce sss denies seuauniiadeneices 28 32.57 47.56 4.38 Cash alone $15.60 per share. Attractive speculation on railroad 
equipment buying. 
NNO TA TROID 65sec cncccvcceccccccnewee 6%, 5.55 12.36 1.60 Suone position and diversified business should lend stability to 
is issue. 
PU IIR sca waduie des ee Gewerwaccaek oouxad 21 39.30 64.35 2.15 Large i tories and instalments receivable. Business currently 
—_ y dormant. 
RII So ino b cio cv oasebesaceeseedencasees 11 19.75 24.35 1.32 Company borrowed to finance larger invento:ies and accounts 
receivable. 
DRIES «hess cc Neston Sods swedesewse es 13% 17.34 30.61 2.27 Net working capital $9,468,000, inventories $11,305,000, at 
year-end, 
I CREEL TPE R TREE 84 7.47 11.73 -39 Cash and Government bonds strengthen position, but earning 
— re ? power has been considerably affected by current slump. 
PR 5 5 as eatewase rains s Seeee ks 32 29.65 45.91 7.46 Foreign business has held up well; unfi Hed. orders not far below a 
fe- year ago; earnings lower but issue is attractive speculation. 
PR 5X 0.x) 5 Gra cee nivehet cs abuses case ahs 1314 28.51 85.91 5.24d ay og adjustments turned 1937 result from a small profit into 
¥ a large loss, _ 
Swift & Co........--.------ ARN Lanne euRenS 1744 19.47 43.09 1.56 Large inventories a handicap under present conditions. = 
SE Oe COCO eee eT 8y, 19.78 33.01 11 Cash is lower, inventories and notes payable higher than a year ago. 
GIN aioe stoi os Se cuceusnceaencesenie 29 20.19 38.62 2.72 Earned 1c in first bye vs. 80c a year ago, but well-situated to 
____gain from increased building activity. Reve 








a—Six months earnings. d—Deficit. 
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Pictures in this article courtesy Douglas Aircraft Co. 


Side view of scale model of the new Douglas DC-4. 


Larger Earnings Indicated 


Douglas Aircraft Combines Pioneering in Its Field 
With Conservatism in Its Finances 


I. would be against all prece- BY CYRUS 
dent to discuss the outlook for 

an aviation company without 

stressing the adjective “risky.” 

The element ,of chance in the business, so apparent to 
everyone, fits in well with the average man’s lingering 
mistrust of the air and makes it easy to accept such a 
neat one-word summation. As frequently happens, 
though, the obvious conclusion is misleading. 

Consider the record of the Douglas Aircraft Co. Its 
predecessor was formed in 1921 with $15,000 of bor- 
rowed money. Some seven million dollars were event- 
ually added to its capital through the sale of stock, while 
dividends totaling $1,800,000 were paid out. By the 
end of the last fiscal year this shoe-string had grown into 
a hawser valued at $10,737,000 on a very conservative 
set of books. The risky venture has meanwhile never 
reported a loss in its seventeen years of perilous exis- 
tence. 





The Growth of Douglas Transport Planes 


DC-2 DC-3 DC-4 
“Model” year........ 1933 1936 1938 
Passenger capacity... 14 21 42 
ae 85 ft. 95 ft. 138 ft. 
Gross weight... . 18,500 Ibs. 24,000 Ibs. 65,000 Ibs. 
Number of motors... . 2 2 4 
Horsepower.......... 1,500 1,700 5,600 
Maximum speed... . 210 m.p.h. 212 m.p.h. 240 m.p.h. 
Flight range... 1,060 miles 1,880 miles 2,100 miles 
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G. V. WHITE Lest this way of putting the 
vase be taken as approval of the 
stock for gilt-edged investment 
purposes. some qualifications 
should be made immediately. The excellent record has 
been due to a combination of technical skill. favoring 
circumstances, and occasional bits of nearly pure luck. 
One of the most important favoring circumstances, of 
course, was that the Government supported the indus- 
try while it was struggling to develop. During the first 
ten years the Douglas organization was making planes 
the Government bought about 98 per cent of them. As 
for the luck—some of it has obviously been present in 
any company which has so rapidly run its annual sales 
from zero to twenty million dollars in a highly competi- 
tive though growing field; which turned out a strikingly 
well-engineered transport plane in the DC-3, then found 
that converted into a bomber the job was if anything 
more successful; which time and again in the early days 
threw its resources into competitions in military models 
where only first place would mean survival. 

Without the technical skill and the drive to keep at 
the head of the industry, though, all the good fortune in 
the world would not have helped. “I am a great believer 
in luck,” says a character in “Fifty Years a Country 
Doctor.” “The harder I work the more luck I seem to 
have.” So it has been with Douglas and so, provided 
the engineering staff maintain their grip, it should con- 
tinue to be. 

It follows that the principal asset of this company is 
not to be found among the $6,386,000 of net working 
capital, nor in the million square feet of floor space in 
its plants at Santa Monica and El] Segundo, California. 
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If necessary to put a finger on it in the balance sheet, 
the only spot would be the figure labeled “Good- 
will $1.00." Many years, many millions, 
and innumerable minor and major developments in fly- 
ing are compressed into that lone dollar. It actually 
amounts to a frank invitation to each observer to form 
his own opinion of the worth of Douglas engineering 
prestige and ability. 

The newest product of the Douglas organization has 
reached the testing stage. Known as the DC-4, its di- 
mensions given in the accompanying table are rather 
difficult to visualize. If this ship were to be turned up 
on one wing, the tip of the other would reach to around 
the twelfth story of a metropolitan office building. Its 
cabin, wider than a Pullman car and equally long, will 
carry 42 passengers besides a crew of five, or as a sleeper 
will accommodate 30 in addition to the crew. Super- 
charged for flight in the stratosphere where speeds are 
high and fuel costs low, the DC-4 is expected to be the 
ultimate, temporarily at least, in luxury transports. 

The holder of one hundred shares of Douglas stock 
will have more than a detached interest in the flights 
which will test this plane and in its reception throughout 
the world, for it probably represents close to $290 of his 
money. Up to the end of last November, the fiscal year, 
the development of the DC-4 had cost the company 
$1,179,000 and subsequent expenses may very likely have 
brought the total cost to a figure 50 per cent higher. 
Although considerably larger than any annual earnings 
yet reported, however, the cost of the DC-4 has been 
handled so conservatively that outright failure would not 
be disastrous for this year’s earnings. Over $683,000 was 
charged against income for the 1937 year and close to 
$200,000 more is assured by contracts with airlines. The 
risk has thus been absorbed to a certain extent in ad- 
vance, and success will mean correspondingly more. 


A First Failure Quickly Surmounted 


The entire history of the enterprise is filled with ex- 
actly the same sort of tense moments as those connected 
with the DC-4. When Donald W. Douglas decided back 
in 1921 that he could build a plane that would fly the 
continent non-stop, he borrowed $15,000 and went ahead. 
The result was the first Cloudster, which came down in- 
gloriously at El Paso on its way from the Pacific coast. 
grounded by a motor failure which threatened to do the 
same for the new enterprise, although the engine was, as 
always, purchased from another manufacturer. Next, 
plans were submitted to the Navy in a competition for a 
torpedo plane. The Navy liked the plans and liked the 
planes built on order even better, so that the Douglas 
Co. had its first chance at volume production, with a total 
of twenty-one sold to the same purchaser within a short 
time. 

The idea of classifying twenty-one units as volume pro- 
duction may seem weird to those more familiar with the 
automobile industry than with aircraft manufacturing. 
Nevertheless, to the struggling Douglas Co. such orders 
were the only opportunity to divide among a number of 
units the expenses of plans and individual production 
problems. Profits when they came were immediately put 
back into the business in the form of more ambitious 
plans and increased personnel. 
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One excellent point about selling to the Army and the 
Navy almost exclusively was the lack of credit problems. 
Payments were begun after work had reached a certain 
stage, and were never doubtful. Contracts made in ad- 
vance had a definite, almost discountable, value. To a 
pioneer industry whose credit was none too robust, this 
was more than a theoretical advantage. Capital meant 
progress in those days, and still does, although the 
capital is not so scarce nor is the progress quite so 
rapid. 

When domestic airlines became important enough to 
make their weight felt in the manufacturing business, 
the Douglas organization was naturally interested. At 
that time, though, Henry Ford was supplying the airlines 
with his famous tri-motored plane, and Ford had too 
much money to spend, and lose if necessary, for a com- 
pany like Douglas to consider bucking him. The strain 
told, however, and even Ford had to call a halt to his 
production. Thus it was that at the exact bottom of the 
depression, in 1932, Douglas had the courage and the 
vision to enter the commercial transport field. In that 
same year a 51 per cent interest was acquired in the 
Northrop Corp., newly formed’ to manufacture fast mili- 
tary planes of the smaller types. Complete ownership of 
this subsidiary was subsequently obtained through an 
exchange of stock. Meanwhile, back in 1928, the old 
Douglas Co. had been taken over by the present Doug- 
las Aircraft Co., the assets being exchanged for 200,000 
share of stock in the new company. 

The advantage of competing in a field where Ford had 
been defeated was that the large planes built for the 
Government could in theory be readily converted into 
transports, and vice versa. Development expenses di- 
vided between the two might be minimized to the point 
where they would be relatively small, to say nothing of 
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the still-cherished hopes that manufacturing operations 
could be standardized in approved Chevrolet fashion. 

Whatever the hopes, the fact is that profit margins 
have never been the same since Douglas entered the 
commercial field. Taking the four years after incor- 
poration in its present form, from 1928 to 1931, the 
company showed average net earnings of 17.3 per cent 
of its sales. The following six years, which admittedly 
included a good part of the depression, resulted in a 5.9 
per ceut average profit margin. 

As an exercise in simple but fascinating arithmetic, 
stockholders who were disappointed with 1937 earnings 
may enjoy the following calculations. The 1930 margin 
of profit, which was 16.9 per cent, applied to the $20,- 
950,000 of sales in 1937 would mean a net income 
of $3,540,000. Since there is nothing in 





Wing and power plant night crew at work in the Douglas plant. 


dends were paid during the year, this 
last item was large—$272,000—and 
produced the final net figure of $1, 
082,000, or $1.90 per share. 

Now if Douglas Aircraft had con- 
formed to old-fashioned bookkeep- 
ing methods, the cost of the DC-4 
would have been set up as a capital 
asset, to be written off when and as 
it began to produce earnings. In. 
stead of doing this, the company 
chose the ultra-conservative pro- 
cedure of writing off most of the de- 
velopment expenses before the plane 
had even had a chance to contribute 
toincome. Also, the company might 
have paid cash dividends to avoid 
the tax on undistributed profits, but 
preferred to build up working cap- 
ital by retaining all earnings de- 
spite the penalty involved. These two 
charges alone, $683,000 for the DC-4 
and $273,000 in extra taxes, were 
very nearly equal to the reported net 
income. In other words, the com- 
pany could if it wished have shown 
earnings not of $1.90 per share, but 
of $3.57 per share last year, al- 
though dividends would have penalwed working capital. 

A quarter of a million dollars has been taken out of 
earned surplus and included among current liabilities as 
a reserve to provide for additional taxes in case the Gov- 
ernment decides that 1937 earnings were understated be- 
cause of experimental costs charged against curyent in- 
come. Such a decision would make the company liable 
not only for the normal corporation tax, but for the 
heavy surtax on undistributed earnings as well. On the 
other hand, it would allow larger charges against 1938 
income and therefore smaller taxes. 

It can be seen that experimental costs, the method of 
handling them as well as their size, are highly important 
to profit margins. If a successful model could be 
developed and then manufactured for several years 











the way of preferred stock or bonds pre- 
ceding the common stock, earnings on 
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the 570,680 shares of the latter out- 





standing would amount to $6.20 per 
share. 

Compared with this, the $1.90 per 
share actually reported for the year 
ended November 30, 1937, verges on 
the drab. An analysis of the income 
statement, however, brings out several 
facts which are more encouraging. The 























operating profit for the year was $2,- 
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520,000. Experimental costs, mainly in 
developing the DC-4, amounted to 
$790,000. Depreciation, normal income 
tax, and other deductions less credits 
came to a total charge against income 
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of $376,000, bringing earnings before 











Federal surtax on undistributed profits 
down to $1,354,000. Because no divi- 











1937 profit margin is after undistributed profits tax. 
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SEAR ROTI, 





with only minor changes, 
an aircraft maker might be 
able to concentrate on produc- 
tion methods which would 
eliminate waste and result in 
consistent profits. Douglas, 
for instance, had barely com- 
pleted the successful DC-é 
when it announced that it in- 
tended to build a larger and 
better plane, spending prob- 
ably “in excess of $600,000” on 
the project. With the DC-4 
finished, the company’s engi- 
neers have without doubt begun 
to visualize its successor. 

Heavy and constant experi- 
mental costs are unavoidable, 
both as a protection against 
competition from other plane 
makers, and as a means of im- 
proving transport ships to the 
point where the public will pre- 
fer them above alternative 
means of conveyance. Manu- 
facturing « -ts can be more 
readily attacked. It has been 
estimated that the average 
maker who submits bids on 
Government planes figures his charges for the ships ex- 
clusive of engines and instruments about in the follow- 
ing ratio: for a single ship, say $14.50 per pound of dead- 
weight; for fifty ships, $12.00 per pound; for one hun- 
dred, $7.50 per pound; and for one hundred and fifty 
ships, $6.00 per pound. It is evident that as soon as the 
size of an order passes fifty units, all the charges against 
that particular model become widely spread, maierials 
can be bought in quantity, and elaborate presses and 
dies contribute their quota toward efficient manufac- 
turing. 

Douglas has proven its ability to make money in the 
past whenever any reasonable amount of volume could 
be obtained. Still, profit margins have by no means 
fluctuated in Ime with volume. What are the prospects 
for 1938? 

Results of the first quarter of the fiscal year, the three 
months ended February 28th, have been about as ex- 
pected. Sales totaled $6,652,000 and net profit was 
$406,771, or $.71 per share. Net working capital had 
increased during the three months from $6,385,000 to 
$7,044,362, while notes payable were $600,000 lower at 
$4,630,000. 

Unfilled orders have been declining since November 
30th, but the Army and Navy business comes in large 
sporadic waves and the commercial airlines are pre- 
sumably waiting with some of their business until the 
new model is available. Including the Northrop Divi- 
sion, the back-log at the end of the fiscal year was $31,- 
256,000, dropping during the three following months to 
$26,828,000. By far the largest customer on the books 
is the U. S. Army, with $17,835,000 in unfilled orders, 
the cost of 256 planes of various sizes. 

Of smaller size but great significance is the export 
business the company is doing. About $1,316,000 of the 
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General view of the DC-4 under construction. 


first quarter volume represented foreign shipments and 
the backlog has nevertheless grown slightly to its pres- 
ent level at $3,739,000. Military sales abroad are con- 
fined to planes which are no longer considered danger- 
ously advanced by the Government, while commercial 
sales also tend to be concentrated in the more aged 
models. This has a definite bearing on profit margins, 
Once all the experimental and development expenses on 
a certain ship have been written off, the bookkeping 
cost of producing more of the same model drops precip- 
itately. Selling these planes abroad at generous prices 
is almost as lucrative as would be selling a two-year-old 
motion picture which had already paid the cost of its 
production and shown a profit on its domestic sales. 

Foreign business is particularly interesting at the 
moment because of the drive going on in Europe to 
build up air forces, both commercial and military. The 
efforts of England to supplement her own resources with 
American-made ships have been very much in the lime- 
light, but the excellence of these ships has not escaped 
the eyes of other foreign powers. It will be surprising 
if the armament race on the other side goes much further 
without developing into a mild sort of scramble for 
exactly the type of plane in which Douglas is_pre- 
eminent. 

England and the rest of Europe want bombers more 
than attack or reconnaissance ships. Their choice will 
lie among the Martin bomber, now several years old, the 
Boeing Flying Fortress, only a little over a year old, and 
the converted DC-3. Although brought out in 1936, the 
DC-3 is to experts a “sweet ship,” whether as a transport 
or a bomber. Should such a plum as an order for $10,- 
000,000 worth of these planes by any chance fall into the 
lap of Douglas, it could very probably be transmuted for 
stockholders into a melon of (Please turn to page 126) 
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Trading Opportunities 


Technical Indications 


General Electric and Its Triangle Formations 


BY FREDERICK k. DODGE 


— was right around the corner back in 1931, 
just before the worst depression the country has ever 
seen in its history. More recently, after five years of 
New Deal perversities, what could be more apt than the 
expression in general use today that “Prosperity is right 
around the circle.” From a political standpoint, no 
matter how you iook at it, prosperity continues to be a 
mere will-o’-the-wisp and research into firmer ground is 
necessary to find the pot of gold at the foot of the 
rainbow. 

Realizing the frailties of any and all predictions rela- 
tive to prosperity, there is portrayed below a one point 
chart of General Electric common stock from May, 1937, 
to date, for which perchance this phrase can be coined— 
“Prosperity is right around the triangle.” 

During the period covered in this chart the stock 
developed a definite characteristic of forming series of 
ascending and descending triangles. While trading on 
these formations did not bring results equivalent to the 
fabulous pot of gold, in most instances the movement 
after a break-out from these triangles was of sufficient 
proportion to play for on a trading basis. 

As many are not familiar with the construction of a 


one point chart, an explanation of the actual building 
of the chart appears to be in order before describing 
the triangle formations and how to profit by them. The 
name is derived from the fact that every full point move- 
ment, either upward or downward, is registered by a 
letter X in the sequence of the movement. For facility 
in reading such a chart, each multiple of five is denoted 
by the actual figure of value instead of the X. As long 
as the sequence of movement is in the same direction 
the X’s are plotted in the same vertical column. How- 
ever, each reversal of trend is indicated by moving one 
column over to the right if two or more points have been 
plotted in the previous vertical column. 

For instance, General Electric’s low in late March, 
1938, is indicated by an X at the 28 level after a con- 
tinuous decline from the 37 level. While the stock 
actually sold at a low of 2714, the last fractional three- 
quarters of a point must be ignored as only full point 
movements are registered on the chart. From this low, 


the stock reversed its previous downward trend to rally 
over a period of several days to 32, and each point up- 
ward in sequence was registered with the necessary 
At the 32 level, a reaction occurred carrying 


symbols. 























——— 1938 


MAGAZINE OF WALL STREET 





the p! 
the sl 
the n 
Each 
hand 
the | 
when 
a mo 
move 
chart 
revel 
right 
abov 
plott 
men| 
remé 
prec 
It 
not | 
by t 
refel 
poir 
not 
T 
well 
the 
whi 
mat 
pri 
but 
dir 
ma 
is l 
low 
the 


Wl 
al 
th 
ho 


Ol 





ding 
bing 
The 


Ve- 
ya 
lity 
ted 
ong 
ion 
yW- 
ye 
en 


ch, 


n- 


1e- 
nt 





the price to 31 where an X was placed, and subsequently 
the stock declined to 30 when another reversal carried 
the new trend of the price movement in the issue to 35. 
Each reversal of trend was plotted in the adjacent right- 
hand vertical column, according to the rule set forth in 
the preceding paragraph. The next plotting occurred 
when the stock sold at 34, a reversal which necessitated 
a move over one column to the right, and the following 
movement was one which has often confused a point 
chart constructor. This move to the 35 level while a 
reversal in trend was not carried over to the adjacent 
right-hand coluran but the figure 35 was inserted directly 
above the X at 34 because only one point had been 
plotted in the previous reversal. This covers the funda- 
mental principles of point chart construction and the 
remainder of the plotting to date is obvious from the 
preceding description. 

It is important to point out that the time element is 
not a factor and the beginnings of months are indicated 
by the first letter of each month only for the purpose of 
reference to various moves. A stock may move several 
points within an hour and then again a full point may 
not be traversed for several days or more. 

The point chart delineates vious patterns equally as 
well as the familiar high-low-clu , bar chart. Consider 
the sharply defined ascending and descending triangles 
which General Electric common has formed with almost 
machine-like precision for some period of time. The 
primary vatue of a triangle is to show an imminent move 
but until a break-out from the pattern takes place the 
direction is indeterminate. In addition the triangle for- 
mation is of value in that the length of the vertical leg 
is usually indicative of the extent of the movement fol- 
lowing a break-out. Therefore the larger the triangle 
the greater the move to be anticipated. 


Detecting the Clash Between Buyers and Sellers 


The first triangle (A) was of the descending type 
with buyers aligned on the horizontal side of the triangle 
at the 50 level. (The term descending is derived from 
the fact that the pattern has descending tops. It does 
not indicate the direction of the movement upon a break- 
out from the triangle.) Support at this level was suffi- 
cient, however, to overcome the selling pressure and the 
greater strength of the buyers resulted in an ultimate 
movement Here the buying power waned tem- 
porarily and sellers took the upper hand to depress the 
stock down to the former level of support where buyers 
again demonstrated their strength at 50. The next rally 
failed to equal the previous high by stopping at 53, and 
on the following downward move the stock was sup- 
ported at 51. At this junction the triangle formation 
was clearly outlined and a market commitment imme- 
diately after a break-out from the pattern was indicated. 

In most cases volume declines as the movement within 
the triangle approaches the apex denoting a temporary 
exhaustion of both supply and demand, which more 
likely can be accounted for as skepticism on the part of 
both buyers and sellers as to the strength of the other. 
In this triangle the true strength was finally revealed 
with a break-out on the top-side of the triangle at 54 
and the rush to buy gave positive indication that a move 
was underway. A purchase of the stock, after the 54 level 


to 55. 
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Trading Formations in G. E. 


TRIANGLES MEASUREMENT 
Descending (A) _.50-55 Gain 5 points 
Descending (B) ..56-59 Gain 3 points 
PU isc cars sec Soe ese eee 45-49 Gain 4 points 
PUM IN onus oak saan ae eene ROSS 42-45 Gain 3 points 
pe res ieee False Loss 2 points 
Descending (F) Pn PE Ce 37-41 Gain 4 points 
PisemN osc. coins fo ce aromas 40-45 Gain 5 points 
Descending (H) DE i TAT DT 37-42 Gain 5 points 

TOTAL NET GAIN..... 27 points 





was penetrated (indicated by circle). was warranted for 
the possibility of a five point move using for a yard- 
stick the depth or number of points in the leg of the 
triangle. The leg in question ran from the base 50 to 55, 
and the measurement was quite accurate as the upturn 
after the break-out carried five points to 59. 

A general rule adhered to in watching the development 
of these patterns was that no triangle was deemed as 
clearly outlined until at least three points with some 
interspaced gaps were available to form a sound base. 
Several smaller triangles can be noted in the accompany- 
ing chart with two and three point bases but these were 
ignored to await the development of the larger patterns. 

The next triangle (B) was also of the descending type 
with a base formation at the 56 level. Upon the first 
break-out at 55 (indicated by circle), a short position 
was taken 2nd this was easily accomplished since the 
stock promptly rallied into the triangle to 56. After 
fluctuating for some time between 55 and 56 the selling 
pressure finally overcame the stubborn resistance and a 
decline was not terminated by a reversal of trend until 
the 51 level was reached. The period in which the stock 
was fluctuating between 55 and 56 brought anxious 
moments for the short seller but a covering of the short 
position was not indicated unless a rally penetrated the 
upper limits of the triangle. In triangle (B). the meas- 
urement called for a move of three points (yardstick 
measurement 56-59) but the decline actually carried to 
the 45 level before a rally of consequence was registered. 

On this rally, the formation of a triangle of the ascend- 
ing variety (C) was completed with an inverted base 
at the 49 limit. No market action could be discerned, 
however, until, after a short time, a break-out occurred 
at 47 (indicated by circle) which prompted an immediate 
short sale. The yardstick measure of four points (45-49) 
was quickly fulfilled with the decline in the stock to the 
43. level. 

No difficulty was encountered in the short sale indi- 
cated in the following triangle (D) at 43 with a cover- 
ing at 40. A real problem did not arise until an ascending 
triangle (E) was formed. The rally after the panic 
selling of October 19th was halted at the 42 level and 
after a period of backing and filling a penetration of the 
inverted base at 43 (indicated by circle) required the 
establishment of a long position. This turned out to 
be a false move, one of the greatest drawbacks of tri- 
angle formations usually unaccompanied by volume, and 
the action soon reversed to show the true direction of 
movement. The subsequent decline through the lower 
limit of the triangle required (Please turn to page 123) 
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Altering a Portfolio to Fit Its New Owners 


One of the most interesting requests for advice in 
some time comes from a subscriber who has recently 
inherited a list of securities entirely unsuited to his 
requirements. Although the particular circumstances of 
this case are unlikely to be duplicated among many 
readers of the Investment Clinic, the letter is quoted at 
considerable length because its basic problem has a 
very general application among all investors. 

“My sister and I,” the letter explains, “have just 
inherited a fairly large estate. Separate provision is made 
for some real estate and several local mortgages, but the 
bulk of it 1s in securities and these are divided equally 
hetween us. If sold today, they would bring about 
$135,000. 

“The largest single division is in guaranteed mortgages, 
which happen at present to be salable at relatively fair 
prices, and which I want to sell. Bank stocks, mostly 
hanks in this county, amount to considerable and there 
are also a number of guaranteed preferred and common 
rails. Among the more readily marketable items are a 
small amount of municipals. I am not counting several 
‘ats and dogs which are practically worthless. 

“Now these securities were bought over a long period 
of time and for the purpose of providing the largest 
meome possible without gambling. They served their 
purpose very well. But neither my sister nor I should 
own them, I feel, in view of our circumstances. She is the 
principal of a grade school and could use some extra 
income, but in her case the real benefits of that income, 
the time when it will be needed most, lie in the future. 
(She is 42 and can retire on a pension when she reaches 
56, and I am four years younger.) In other words, she 
should own the sort of issues which have reasonably good 
narketability, provide a steady but not necessarily large 
income, and will preserve her capital best for future 
needs. At the same time, she cannot ignore the possi- 
bility of a general rise in the cost of living—call it infla- 
tion'or whatever you choose. She wants to preserve this 
inheritance in terms of living expenses, regardless of the 
number of dollars. 

“To me, this inheritance is purely a windfall. I am 
earning a comfortable living, and though business is not 
so good at the moment, I don’t need any outside income, 
nor do I need the money as capital. I can afford to 
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Problems Which 
Interest 
J. S. WILLIAMS 


speculate on a market recovery and that is what I intend 
to do. It doesn’t make any serious difference if the re- 
covery is postponed for some time, either. What I want 
to do is build my $67,000 share of these securities into a 
good-sized stake, taking the risks inherent in that process, 
and I want to start now while I can afford to be bold 
about it. 

“Will you give me your opinion of the enclosed list for 
me and suggest what you think my sister should buy? 
Notice that on the list I am considering I have shown 
1937 highs as a sort of guide to what these issues were 
able to do in the last bull market.” 





A Common Stock Portfolio Frankly Chosen 
for a Market Recovery 





Value 

Amount Issue Current Value” at 1937 highs 
200 shares American Metal.......... $ 6,000 $ 13,750.00 
200 “ Barnsdall Oil............ : 2,600 7,050.00 
100 “ Caterpillar Tractor............. 4,000 10,000.00 
— ee 5,000 16,350.00 
200 “ General Refractories........... 3,800 14,050.00 
iad | ee 6,100 13,125.00 
100 “ International Harvester......... 5,600 12,000.00 
300 “ International Nickel... ... . 13,500 22,012.50 
1,000 “ International Telephone........ 7,500 15,875.00 
£00 = (" So ae 3,800 10,825.00 
300 “ eI oss cicceedccaecks 7,800 21,712.50 
Sa Eire ese ane a $65,700 $156,750.00 





Different Circumstances Require a More 
Conservative Portfolio 





Amount Issue Value Income 
$10,000 Phelps Dodge conv. 314% 1952........ $10,550 $ 350.00 
5,000 Consolidated Oil conv. 344% 1951 5,000 175.00 
10,000 _Loew’s Inc. S. F. Deb. 314% 1946 10,000 350.00 
50 shares Food Machinery conv. pfd........... 4,600 70.00 
so. Holland Furnace conv. pfd....... 5,050 250.00 
_, a a 2,400 162.50 
~ * Beech-Nut Packing.......... 5,000 200.00 
is Dow Chemical..........- : 5,000 175.00 
3 Eastman Kodak...... 7,300 400.00 
100 International Nickel... . . 4,500 200.00 
3 A) See 3,000 200.00 
sl | eer rere 3,000 200.00 
Re . $65,400 $2,912.50 
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The list enclosed with the letter is 


Applying the Yardstick to International Nickel 





shown in the accompanying table, with 
prices brought up to date. It contains 
two producing oils, two metals, three is- 
sues representing the steel industry, two 
farm equipments, a rubber, and a spe- 
cial-situation utility. The oils and met- 
als, comprising 40 per cent of the total, 
furnish a stake in essential commodities, 





and there can be no denying that the 
manufacturing companies will turn up- 
ward sharply with general business. 

The list is, in our opinion, an excel- 
lently chosen one for the purpose and 
likely to give exactly the sort of per- 
formance desired, when the requisite 
market recovery arrives. 

The other table shows the type of 
portfolio which should be constructed 
for Mr. M’s sister. Here, although the 
stress is still upon principal rather than 
income, more conservative issues have 
been selected in keeping with the situa- 
tion of the owner. Figuring upon retire- 
ment about in 1952, the three bond 
issues will become due by that time, and 
adjustments may be made for any sub- 
stantial change in interest rates which 
may by then have taken place. 

Without too great a sacrifice in qual- 
ity, the conversion privileges attached to 
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all but one of the bonds and preferred 
stocks make some provision for a gen- l 














eral rise in prices and living costs. The 
one without such a provision matures 
within a relatively short time. 
Dividends on the common stocks in- 
cluded in the list have been set down 
with the reservation that reductions in 
several individual cases would be neither 
surprising nor disastrous. The portfolio 
represents a practical compromise be- 
tween two partially conflicting objec- 
tives, and as such we believe it can be 
conscientiously recommended. 


Capitalization 


Lates+ Earnings 


Comment 





Investors Should Not Be Traders 


While a department of this nature can obviously be 
more helpful to those readers who are holding unwisely 
constructed portfolios than to those who have chosen 
well, the number of inquiries from such people suggests 
that something may be done for them also. The March 
dip in the market was particularly unsettling to many 
conservative long-term investors who were prepared to 
see poor earnings statements for the first and second 
quarters but not to see their stocks drop as they did. 
Feeling that current prices will look low a year from 
now, the action of the market nevertheless took their 
eyes off the future and sharply onto the present scene. 
Holdings bought “for the pull” were re-examined with 
serious thoughts of selling them. 

Not only is this the natural reaction, it is the proper 
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Preferred stock, 79% cumulative, redeemable at 120, $27,627,825 pa: 
value; common stock, no par value, 14,584,025 shares. 


Common Dividends Total of $2.25 in 1937. Regular 50c payment March 31, 1938. Pays 


in American dollars, but subject to 5% Canadian tax. 
$3.32 per share in 1937, $2.40 in 1936, $1.66 in 1935. 


Largest nickel and fourth largest copper producer in the world. Be- 
ginning 1935, earnings have set new high records each year. Sales of 
both metals as well as gold ai all-time highs in 1937 and plants have 
since continued active, although inventories increasing due to excess 
of production over sales. Most of the copper and half of the nicke! 
are sold in Europe where industrial use and erm* nent programs have 
bolstered consumption. First quarter earnings pi vbably covered divi. — 
dend with comfortable margin. 


one. No investor should shut his eyes to whatever the 
market is trying to portray, least of all at a time like the 
present. It would be unfortunate, however, if sound 
securities were thrown overboard simply on the nervous 
response to a sharp dip in prices. Where the investment 
objectives are aimed at a mark a good distance in the 
future it is logical to require proof from the market over 
a comparatively long period of time before accepting 
its implications. Short-term traders may cultivate an 
entirely different technique, but the investor should act 
deliberately in both buying and selling. Having bought 
for investment purposes, he should not ordinarily sell on 
trading impulses. 

A story told in these pages thirty years ago shows how 
difficult it has always been to adhere strictly te an 
investment program. (Please turn to page 127) 
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Chemicals Thrive on 
New Products 


It is well known that our big 
chemical companies are among the 
foremost advocates of research and 
that their efforts to discover new 
products and processes are often 
fruitful. The tremendous import- 
ance in dollars and cents of these 
new products and processes, how- 
ever, may be less generally realized. 
Indeed, it is hardly too much to say 
that our big chemical companies 
would be dying today but for the 
new lines they have developed. Re- 
cently, this has been brought out 
very effectively. E. I. du Pont de 


Nemours pointed out in the annual 
report for last year that Dulux 
enamels, started in 1930; neoprene, 
1932; 


artificial rubber, started in 
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Above is a model of the building in which U. S. Steel plans to house its exhibition 
at the New York World's Fair of 1939 


For Propit and Income 





synthetic camphor, started in 1933; 
urea, started in 1935; titanium pig- 
ments, started in 1931; acetate 
rayon, started in 1929; together with 
certain other comparatively new 
products such as Duco, synthetic 
methanol and viscose rayon, last 
year accounted for 40 per cent of 
the company’s total sales volume. 
The same idea was conveyed by the 
President of the Union Carbide & 
Carbon Corp. at the annual meet- 
ing. Mr. Ricks said that products 
which were providing 100 per cent 
of the company’s annual income in 
1919 accounted for but 42 per cent 
last year, the other 58 per cent of net 
coming from products which re- 
search had developed since that 
time. At the annual meeting of 
United States Industrial Alcohol it 
was said to be the management’s in- 
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tention to push the chemical divi- 
sion vigorously: also, that this divi- 
sion now comprised about 38 per 
cent of gross income, compared with 
15 per cent seven years ago, and 
that it was hoped that 75 per cent 
of the company’s business would be 
chemicals eventually. 

Currently, the chemicals are suf- 
fering with business in general. De- 
pending on the company, sales vol- 
ume is down between 25 and 50 per 
cent. But despite this, the chemi- 
cals are still a popular group, for 
there is the certainty that when 
business does improve they will ob- 
tain more than their share of par- 
ticipation because of the further 
cevelopment of new products. 





Outlook for Railroad Equipment 
Companies 


Contradictory developments fol- 
lowed fast upon the proposal that 
the R FC set aside $300,000,000 to 
lend the railroads for the purchase 
of equipment. Southern Railway 
entered the market for 5,000 freight 
cars and additional passenger equip- 
ment. On the other hand. Daniel 
Willard of the B. & O. on being 
asked whether his road would take 
advantage of the new plan. said 
bluntly: “We don’t need equip- 
ment.” Other railroad executives 
have expressed the same lack of in- 
terest. Unfortunately, it appears 
that the Southern Railway order 
was Just a flash in the pan and in 
no way foreshadows a general wave 
of equipment buying. This road is 
in a special position, having long 
followed a policy of scrapping cars 
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and not replacing them. 
Hence, its annual bill for 
car hire has been excep- 
tionally high and the new 
cars can be counted upon 
to pay for themselves auto- 
matically, although not 
without adverse effects 
upon those roads with an 
over-supply of rolling stock 
which have benefited from 
the rentals paid by the 
Southern. 

It may as well be faced 
squarely that the buying 
of railroad equipment pri- 
marily depends upon traf- 
fic. It is not enough, as 
has been shown before, 
that credit be available — 
even credit on liberal terms 
—the roads in general will 
not buy until they can 
clearly see a use for their 
purchases. Carloadings will 
pick up. of course, in the 
late summer and fall, par- 
ticularly in view of the 
bumper crops of certain 
farm products, notably 
wheat, but there appears 
no chance of the railroads’ 
facilities being strained. 
Should this prove to be a 
correct interpretation of 
the outlook, most 
of railroad equipment will 
continue to operate at a 
loss for some time to come. 


makers 


American Tel. & Tel. 
Replies 


When it was refused per- 
mission to present its side 
of the question in the re- 
cent Federal Communica- 
tions Commission’s investi- 
gation, the American Tele- 





Graham-Paige . . 


Developments in Companies Recently Discussed 


United States Steel ... It was an agreeable 


surprise to discover that the loss by this 
company in the first quarter had been held 
to $1,300,000 and that the directors felt 
justified in declaring the regular dividend 
on the preferred. Shipments were only 
just above 35 per cent of capacity: previ- 
ously it had been generally believed that 
the company could not make money unless 
operating in excess of 50 per cent of 
capacity. It becomes apparent now that 
black figures could be reported when oper- 
ating at less than 40 per cent. 


Ingersoll-Rand . . . If was announced at the 


annual meeting that the company's busi- 
ness volume in the first quarter of the 
present year was 381/2 per cent below that 
of the first three months of 1937. It was 
pointed out, however, that this was the 
result of domestic conditions, for foreign 


operations were holding up well. 


. Recently announced price 
cuts between $40 and $92 on its line of 
sedans. It is not thought, however, that 
there will be any general price cutting 
on cars of this year's models, although it 
is believed likely that 1939 models will 
either be lower in price or represent more 


car for the money. 


Corn Products Refining/Penick & Ford... 


Although the industry ground less corn in 
the first quarter of this year than in the 
first quarter of last, the combined net 
profit of these two companies was up about 
43 per cent. The reason was cheaper corn 
and the restoration of normal profit mar- 


American Woolen... 


Consolidated Edison. . 


gins. Both companies should continue to 


do relatively well. 


Otis Elevator .. . Was stated to have earned 


its dividend in the first quarter, with con- 
ditions brightening considerably in the 
month of April. Here is another company 
whose foreign business has held up better 


than domestic. 


Recently announced 
that "due to extremely unsatisfactory busi- 
ness conditions which the company has ex- 
perienced since the beginning of the fourth 
quarter last year" it had been found neces- 


sary to cut salaries. 


American Can/Continental Can .. . For 


years, few commodities have had a greater 
uniformity of price than tin plate. In the 
past, while quotations were at times re- 
vised, a change was invariably accepted 
by all major producers. Now, however, 
there are signs that the uniform front is 
cracking. Having worked so long with a 
raw material of very stable price, the 
change will be of considerable importance 
to the big users of tin plate, American Can 


and Continental! Can. 


. The stock of this 
company stood out as an example of firm- 
ness in a generally weak market on the 
news that the equivalent of $1.10 a share 
of common had been earned in the first 
quarter compared with $1.03 a year ago. 
The weather in the first quarter of 1938 
was more favorable to the heating division, 
while the output of electricity was about 


4 per cent above 1937. 





phone & Telegraph Co. justly felt 
agerieved. Then came the “one- 
man” report by Commissioner 
Walker, the highlight of which was 
that a 25 per cent reduction in rates 
could be effected without harm to 
the company. Evidently feeling 
that it should do something for the 
protection of its stockholders, the 
American Telephone & Telegraph 
Co. has prepared no less than forty- 
two pamphlets which answer some 
of the allegations which have been 
made. While stockholders and 
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others will find the Telephone com- 
pany’s case in general well worth- 
while, one point in particular amuses 
us for it is typical of the wild and 
sloppy arguments which have come 
from Washington in such quantities 
during the past few years. In reply 
to the charge that Western Elec- 
tric’s 1936 costs were 21 per cent 
higher than “maxnorm costs,” the 
company points out that “the cor- 
rection of solely mathematical er- 
rors reduces this reported difference 
to 11.8 per cent.” 


They Can't Win 
Chain stores now being perse- 
cuted in many states through the 
medium of discriminatory taxation, 
but so far as the grocery chains are 
concerned they thought they saw in 
self-service super-markets a way of 
alleviating their troubles. It ap- 
pears, however, that even this 
avenue of escape may be blocked. 
The City of Camden recently 
adopted an ordinance under which 
(Please turn to page 128) 
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AIR REDUCTION COMPANY 





Profiting in a Specialized Field 


A Stock with an Excellent 


Record and a Promising Future 


BY MORTON DIEHL 


- Forp may some day make an automobile out 
of soy beans and Du Pont may make the tires for it 
out of chemicals, but both could learn something from 
Air Reduction Co. about how to make ninety million 
dollars out of the air that inflates those tires. A com- 
pany like U.S. Steel, too, would appreciate the advan- 
tages of an operating ratio of 68 per cent before deprecia- 
tion, leaving nearly a third of gross sales as operating 
income, and a plant account turned over almost twice 
in sales within one year. Mr. Girdler, of Republic Steel, 
or Mr. Knudsen, of General Motors, would undoubtedly 
be taken with a labor problem so minute that wages 
amount to perhaps an eighth of total costs. As for 
mventory losses, the principal raw material is air, on 
which no writedowns have as yet been 
necessary. 

That is the bright side of the Air | 
Reduction picture. For the reverse, 





SIGNIFICANT CHANGE IN RELATIONSHIP 


is held, not only because of the advantages already 
pointed out, but on its reputation for virility and accom- 
plishment over the years. One pays a premium for 
prestige wherever found; and it is frequently money well 
spent. 

The record shows Air Reduction entering its first full 
year of operations in 1916, paying its first dividend in 
the following year, and never reporting a loss or omitting 
dividends since. Out of aggregate profits of $91,217,000 
for the period, slightly over $50,000,000 was paid out to 
stockholders and the remainder put back to work in 
the business. There has been no need for complex capi- 
tal structures and intricate financing. After splitting 
the stock three-for-one in 1928 and again in 1936, there 








one need only glance at the accompany- |} 280} |_| | 


ing chart of the Federal Reserve index 
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of imdustrial production carried into 


the first part of 1938. When steel mills, —_— 





EARNINGS PER SHARE * 


AIR REDUCTION'S 











railroads, building construction, public | 
utilitics and factories all over the coun- 2001 
try are stepping up activities, Air Re- | 
duction prospers. Even in a year like | 
1932, the company manages to get 
along far better than the average in- | 
drictrial enterprise. But with profits | 
off 60 per cent in the first quarter of | 
this year, only a miracle could be ex- | 
pected to coax the final 1938 resu'ts 
close to the $2.85 a share earned in 
1937. Therefore the stock, selling in 
the middle forties, appears anything 
but cheap on the times-earnings ratios 
prevalent today. 
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and cents the esteem in which this issue 
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are today 2,566,191 shares of common as the sole capi- 
talization. On these, payments totaling $3 per share 
were made in 1937, showing that the company has 
reached the point where dividends can safely approxi- 
mate earnings and even upon occasion exceed them. 

The sale of oxygen and acetylene for use in cutting 
and welding metals produced the great bulk of these 
earnings. Both gases are shipped in heavy steel tanks, 
with the cost of shipping so important that Air Reduc- 
tion and Union Carbide, who together share 85 per cent 
of the total domestic business, have found it economical 
to spread operations among numerous small plants scat- 
tered according to the location of customers. Some- 
where in every sizable industrial center is to be found an 
Air Reduction plant, rather insignificant from the out- 
side and lacking the lines of workmen with dinner- 
pails which would identify it as a busy factory. 

Inside, there will be a few huskies handling the cylin- 
ders and a smaller number of skilled men overseeing 
the machinery. Carbide, which is produced from lime- 
stone fused with coke at great heat, needs only the addi- 
tion of water to form acetylene. This is the fuel in the 
oxy-acetylene torch, just as it was in the automobile 
headlights of twenty-five years ago. The other gas 
necessary to get the torch flame to the requisite heat is 
the oxygen which nourishes life and combustion. In 
order to satisfy our oxygen needs we breathe air, and 
for the same purpose Air Reduction puts plain, ordinary 
air through processes which gradually eliminate the 
undesirable elements, using catalysts, compressing it, 
heating it, cooling it, liquefying it, vaporizing it, and 
finally shipping out millions of containers of the com- 
mercally invaluable oxygen. 

A subsidiary makes torches in which oxygen and acety- 
lene are combined to produce a flame capable of cutting 
through heavy steel or, when mixed in different propor- 
tions, of welding any two pieces of the metal perma- 
nently together. Steel mills and the railroads account 
for about 40 per cent of the consumption of the two 
gases, with the balance spread among practically every 
important industry. 

Then another fairly recent acquisition, the Pure Car- 
bonic Division, which has been augmented by the pur- 
chase of numerous small manufacturers, takes c ce of the 
by-products of the oxygen production and . is the 
‘arbon dioxide for use in making carbonated drinks and 
also dry ice. Competition in this field is keen and prices 
are low, so that although a respectable volume has been 
achieved the contributions to net earnings are modest. 
Other by-products of breaking apart the atmosphere— 
nitrogen, argon, hydrogen, neon, helium, krypton, and 
so forth—are potentially valuable aids to income. 

Finally, there is the Wilson Welder & Metals Co., 
now fully owned, which has developed a good business 
in electric welding. Oxy-acetylene and electric welding 
are suited for different purposes and therefore not direct 
competitors, but Air Reduction has wisely entered 
both fields. Good customers are thus given all-around 
service, and the company is at least partially protected 
against unforeseen advances in the use of electricity as a 
substitute for the oxy-acetylene method. 

If Air Reduction management can be accused of a 
serious error, it is in the purchase of a total of 94,400 
shares of U. S. Industrial Alcohol Co. which are carried 
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Liquid air—here being poured to demonstrate its great volatil- 
ity at ordinary temperatures—is the all-important intermediate 
product in the manufacturing of oxygen and nitrogen gases. 


on the balance sheet at a price of about $45 a share. 
The investment in the latter company was originally 
made in 1927, for the purpose of coordinating the activi- 
ties of the two enterprises wherever possible, and 
although some sales and purchases have since been made, 
there can be little doubt that the original motive has 
been the guiding one. How important a help U. S. 
Industrial Alcohol will ever be to Air Reduction in 
developing its potentialities is questionable, however, as 
is the wisdom of the purchase of the last 15,900 shares 
during 1937 at an average price of $18.88 for the reason 
given in the annual report, that “this price is considered 
to be substantially below the sound value of the net 
current assets of that company.” More logical undoubt- 
edly was the purchase during last November and De- 
cember of 13,200 shares of the company’s own stock at 
an average price of $48.79 per share. 

However valid such a criticism may be, there is no 
avoiding the fact that the management has done a con- 
sistently good job in expanding the business without the 
sacrifice of efficiency. The company paid larger taxes in 
1937 than its gross business in 1916, and wages have also 
risen, yet the operating ratio, the percentage of operat- 
ing expenses (excluding depreciation) to gross revenues, 
has been held for many years between 60 per cent and 
68 per cent. Bookkeeping has been ultra-conservative, 
with the result that the Government has refused to 
allow many of the charges levied against earnings. 
Among the recent signs of progress is the use of tank 
vars for delivery of gases to large customers, with conse- 
quent savings in transportation charges. Research in 
the possible uses of both its main products and the com- 
paratively unimportant rare gases is a means of building 
for the future. Without (Please turn to page 122) 








How to Improve Your Security Position 


10 Low-Price Possibilities 


10 Investment Opportunities 


BY EDWIN A. BARNES 


{a is the third of a series of discussions designed to 
assist the investor in adjusting his common stock port- 
folio more to closely conform with existing business and 
market conditions. The first appeared in the April 9 
issue of THe Macazine or WALL Srreet and was con- 
cerned with issues of companies which in the past had 
displayed noteworthy resistance to general business de- 
pressions and which, even under the most adverse con- 
ditions, were able to maintain dividend payments with- 
out interruption. The second discussion appeared in the 
April 23 issue and dealt with a selected group of issues 
which appeared to offer profitable opportunities for 
averaging. Also, and for the investor with liquid funds, 
a selected group of low price issues for speculative 
acquisition were recommended. In a large measure the 
following remarks and accompanying recommendations 
are supplementary to this second discussion. 

It is necessary to again emphasize that in the present 
setting that the purchase of any common stock must be 
considered something of a speculation. For even though 
considerable discrimination is employed in the purchase 
of common stocks at this time, the investor has no 
assurance that later sinking spells in the market may not 
further depress the value of high grade issues, although 
naturally in less proportion than those of lower caliber. 

In the circumstances, the investor might reasonably 
question the wisdom of purchasing common stocks at 
the present time, in favor of deferring commitments until 
business shows visible signs of improvement. When that 
time comes, however, it is a fairly safe assumption that 
most stocks will probably be selling higher—perhaps 
substantially so—than they are now. Thus, the investor 
is automatically assessed perhaps a heavy premium in 
return for the greater certainty which doubtless would 
prevail when the market is again at higher levels. The 
question thus resolves itself into whether the investor 
prefers to pay such a premium for awaiting clearer eco- 
nomic skies, or whether he is willing to speculate on the 
possibility that business will be definitely better in the 
last half-year. Should judgment in the latter respect 
prove correct, the financial rewards will undoubtedly be 
worthwhile. 

Timing the purchase and sale of securities to such a 
degree of perfection as to derive the near maximum 
advantages of major market swings requires exceptional 
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skill and judgment—and some luck. Moreover, determin- 
ing the absolute bottom of a decline is, if anything, 
more difficult than determining the top of a rise. Pre- 
sumably, this is because the extreme lows are likely to be 
registered in an atmosphere of gioom and uncertainty. 

While the present situation leaves much to be desired, 
it is not exactly gloomy and the vague uncertainties 
which prevailed at the beginning of the year have been 
somewhat dispelled by the more recent trend of events, 
and notably the more hopeful trend of political develop- 
ments. From all which it is possible to conclude that 
the bear market has entered its final phase and the 
previous lows may represent the lows for some months 
to come. This applies particularly to the shares of the 
better situated companies. A selected list of such issues, 
worthy of consideration for investment acquisition, 
accompanies this discussion. 


Low-Priced Switches 


Either as suitable switches from issues which for one 
reason or another have turned definitely “sour,” or as 
mediums for the employment of more speculative funds, 
low-price stocks offer several promising inducements. 
For one thing, the choice of low-price stocks has been 
considerably enlarged by the market decline of the past 





Attractive Low Price Stocks 


1937 1938 
Price Range Price Range Recent 
Issue High Low High Low Price 
National Cash Register. . 38% 13 18, 1214 18 
Twentieth Century-Fox Film. . 40%, 181 24 161, 22 
Anchor-Hocking Glass... .. 243/, 10 18 10%, 16 
a ee eee dda 38 17% 23%, 13 20 
American Car & Foundry...... . a 1 15%, 27% 125 18 
American Radiator & Stan. San 291% 9%, 14%, 9 12 
See Le) oe 27% 7 13% 8 12 
Socony-Vacuum. .. 23% 13 16% 10%, 13 
OS SAE Ee Ree One 483/, 16 211% 12% 16 
Nat'l Malleable & Steel Castings 61% 16% 24 131%, 16 





THE MAGAZINE OF WALL STREET 





six m1 
contin 
and h 
price, 
90's, : 
offer 
prestl 
a goc 
able | 
them 
Anot 
that 
spell: 
next 
carr 
a gr 
tiall: 
acco 
whi 
oF | 
is re 
S 
acc 
cho 
to | 

















Di 


ermin- 
‘thing, 

Pre- 
to be 
ainty, 
sired, 
in ties 
been 
vents, 
relop- 
that 
1 the 
onths 
f the 
sues, 
tion, 


one 
r as 
nds, 
nts. 
een 
ast 


Pme 











sx months. While the rank and file of low-price issues 
continue preponderantly of the “cat and dog” variety, 
and have little to recommend them aside from their low 
price, there are numerous issues now selling in the low 
0’s, and less, which possess well founded merit. They 
offer an equity in companies of established industrial 
prestige (and not necessarily marginal companies) having 
a good record of earning power under reasonably favor- 
able conditions and with ample financial resources to see 
them safely through a period of restricted operations. 
Another factor favoring low-price issues is the likelihood 
that they will be less vulnerable to intermediate sinking 
spells which may possibly develop in the market over the 
next several months. A choice of low-price issues also 
carries the speculative advantage of giving the purchaser 
a greater number of share units coupled with the poten- 
tially greater percentage of price appreciation. The 
accompanying list of low-price issues augments the list 
which appeared in the April 23 issue of THE MaGazine 
or WALL Srreet and for additional selections the reader 
is referred to that issue. 

Several issues have been selected from both of the 
accompanying lists for more detailed analysis. The 
choice has been made arbitrarily and without prejudice 
to the other issues listed. 


Ruberoid Co. 


The Ruberoid Co. manufactures a large and comple- 
mentary line of building materials. Of these, asphalt 
and asbestos roofing materials are probably the most 
important, while other products include various types 
of insulating materials, floor coverings, sheathings, pack- 
ing paper, paints, etc. The company and its products 
are thoroughly established in their field, the original 
enterprise dating its existence back to 1886. Throughout 
this period the scope of both manufacturing and dis- 
tribution facilities has been steadily enlarged. A total 
of eleven plants, located throughout the country, are 
now operated and during the past year manufacturing 
capacity was substantially enlarged at two of the com- 
pany’s key plants. Adequate supplies of raw materials 
are assured by the ownership of an asbestos mine. 
Notwithstanding the fact that the company’s business 
is heavily dependent upon widely fluctuating building 
activity, the earnings record over a period of years com- 
pares quite favorably with that of other enterprises 
identified with more stable industries. With the excep- 
tion of 1932, when a loss of about $220,000 was shown, 
profits were shown throughout the last depression. Even 
in 1932, the deficit was not an “out of pocket” loss, the 
company in that year charging off nearly $324,000 for 
depreciation. Dividends have been paid in every year 
since 1889. 

Responding to the large volume of building activity 
last year, sales of Ruberoid increased about $2,000,000, 
to $16,619,242. Unfortunately, however, competitive 
conditions prevented the company from advancing prices 
sufficiently to compensate for higher costs, with the 
result that profits declined somewhat from the 1936 level. 
Net profits of $750,509, after depreciation, Federal taxes 
and taxes on undistributed profits, compared with 
$812.930 in 1936 and $505,746 in 1935. During 1937 the 
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Stocks Attractive for Investment 


1937 1938 
Price Range Price Range Recent 
Issue High Low High Low Price 
Procter & Gamble................... 651 43%, 505 39% 47 
F. W. Woolworth................... 65% 34 43% 36 42 
Beech-Nut Packing.................. 1143/4 90%, 103% 944 100 
PIERS Fosse 5c Babi cdide wiht oc 121 69 91% 10%, 37 
International Nickel 13% 37 52% 36% 47 
International Harvester............... 120 531% 70 50% 60 
Dee NCR eee clones a eeeen 87% 43% 52% 33 42 
Climax Molybdenum..............-- 41 241%, 43 3214 41 
RIMINI abs sos ore ccc aseseas eas 351% 10%, 27% 1914 27 
Monsanto Chemical..............--- 10714 71 911% 68, 70 





outstanding stock, comprising the entire capitalization, 
was split three-for-one. On the basis of the 397,806 
shares outstanding at the year-end, earnings last year 
were equivalent to $1.89 a share, compared with $2.04 a 
share earned in 1936. Cash dividends paid last year 
were equivalent to 60 cents a share on the present stock, 
plus a dividend of $1.40 a share in registered promissory 
notes. The latter are due December 20, 1940, and bear 
interest at the rate of 4 per cent per annum. About 
$557,000 of these notes were outstanding at the end 
of 1937. 

The dividend regularly paid on March 31 was de- 
ferred this year but the probabilities are that unless 
conditions become substantially worse, every effort will 
be made to maintain the long record of sustained divi- 
dend payments intact this year. Notwithstanding the 
slump in general business, building activity thus far this 
year has provided one of the brighter spots in the indus- 
trial prospect. Furthermore, the reinstatement in the 
Federal Housing Program of provisions making funds 
available for modernization programs should act to 
stimulate demand for Ruberoid’s products. Recent 
quotations for the shares, around 20, compare with a 
1937 high of 38. It should be noted, however, that the 
company’s net quick assets at the end of last year were 
equivalent to about $12.50 a share. On the whole, there- 
fore, the shares appear conservatively appraised and 
invite favorable consideration among issues in their 
price class. 


Beech-Nut Packing Co. 


On the basis of the company’s past record, the shares 
of Beech-Nut Packing Co. qualify admirably as a de- 
pression-resisting medium. Few companies can show a 
better record of earnings in both good times and bad. 
The company’s line of products comprises a wide variety 
of food and confectionery items, including hams and 
bacon, coffee, crackers, jellies and chewing gums. Most 
products are nationally advertised and are sold on a 
quality rather than price basis. 

For all practical purposes, the 437,524 shares of com- 
mon stock make up the company’s entire capitalization. 
There are but 45 shares of preferred stock outstancing. 
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Net profit of $2,741,203 last year was equal to $6.26 per 
share for the common stock, and compared with $2,709,- 
039 or $6.19 a share in 1936. Moreover, the effects of 
the current business slump were barely perceptible in the 
company’s first-quarter earnings. Net in the initial 
three months of this year totaled $628,407 and was equal 
to $1.20 per share for the common stock, comparing with 
$674,399 or $1.28 a share in the first quarter of 1937. 
Financial posi‘ion at the end of last year was exception- 
aliy strong, with current assets, including over $8,000,000 
cash and Government securities, totaling $15,574,762, 
and current liabilities of only $1,533,569. 

With the assurance of a strong financial position, the 
company is well justified in pursuing a liberal dividend 
policy. Last year dividends, including an extra of $1 
and a special of $1, totaled $6, and in the first two quar- 
ters of this year the regular $1 rate was augmented by 
extras of 25 cents. 

Selling at 100, Beech-Nut Packing common affords 
the investor an attractive yield through the medium of 
one of the more conservative common stock issues avail- 
able at this time. 


Square D Co. 


Specializing in the lighter types of electrical equip- 
ment, Square D Co. is one of the smaller units affiliated 
with the electrical equipment industry. The company, 
however, is by no means a marginal enterprise, being 
thoroughly established and with an impressive record of 
earnings to its credit, over an extended period of time. 
Square D is rated the largest manufacturer in the United 
States of safety switches. Other products include meter 
service switches, lighting and power panels, switch- 
boards, various types of electrical controls for industrial 
use, insulators and fire-alarm station equipment. Under 
normal conditions not only does industrial demand afford 
an important outlet for the company’s products, but a 
substantial demand also emanates from private building 
and repair work. To the extent that wide variations in 
the volume of business are characteristic of the electrical 
equipment industry, Square D’s earnings have varied 
widely over a period of years. The demand for equip- 
ment fluctuates considerably on either side of the pro- 
duction trend, responding to the psychologica! shifts 
which affect business planning. It would appear, how- 
ever, that the company enjoys certain advantages over 
the larger manufacturers of equipment, particularly 
when conditions are adverse. The preponderance of 
light equipment, coupled with the fact that, being a 
smaller enterprise, the management can more readily 
adjust operations to increased demand, has tended to 
impart a fair measure of stability to earnings. 

For example, in 1932, Square D showed a loss of less 
than $125,000. From that year on, earnings have risen 
rapidly and last year profits established a new high 
record. Net income totaled $1,062,773, compared with 
$982,022 in 1936. A recapitalization last year resulted 
in the elimination of the two classes of stock formerly 
outstanding and concentrating the equity in 343,860 
shares of common stock. Earnings last year were equiva- 
lent to $3.09 a share, comparing with $2.86 a share, based 
on the present capitalization, in 1936. In the first quar- 
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ter of the current year, however, the effects of the slump 
in general business became more apparent in the com- 
pany’s operations. Volume ran about 25 per cent under 
the first quarter a year ago, with the result that nel 
profits declined to $65,641, or the equivalent of 19 cents 
a share, as compared with $214,073, or 62 cents a share, 
in the March quarter of 1937. Net for the twelve months 
to March 31, last, was equal to $2.66 a share. Includ- 
ing a year-end distribution of $1.50 a share, total divi- 
dends last year were equal to $2 a share. Earlier this 
year a payment of 15 cents a share was made and appar- 
ently it is the intention of directors to adjust dividend 
payments to conform closely with earnings. The second 
quarter, at least, is unlikely to show much, if anything, 
in the way of earniigs improvement, although conceiv- 
ably the company may benefit to some extent as a result 
of the well sustained level of building activity. 

Unless business generally remains in the doldrums 
for a longer period of time than is now anticipated, the 
common stock of Square D Co. around 16 would appear 
to be selling at levels which adequately discount the 
adverse factors in the immediate outlook. Acquired as 
a speculative venture and emphasizing the company’s 
longer range prospects, the shares may well prove a 
profitable commitment. 


F. W. Woolworth Co. 


In every respect, 1937 was a banner year for F. W. 
Woolworth Co. Sales were the highest in the company’s 
history; marked success attended the company’s aban- 
donment of its traditional policy and broadening its line 
of merchandise to include higher priced items; twelve 
additional stores were added to the domestic chain and 
thirty-four stores were added to the British chain. The 
company’s net profit last year totaled $33,176,509, equal, 
after all charges and taxes, to $3.40 a share on the 
9,750,000 shares of capital stock outstanding. This com- 
pares with net of $32,624,988 or $3.35 a share in 1936. 

At the end of last year, the company had in operation 
2,010 stores in the United States and Canada, and 
foreign subsidiaries operated 711 stores in Great Britain 
and 82 stores in Germany. British and German sub- 
sidiaries contributed total income last year of $13,022,- 
791, or slightly more than in 1936. Of this, the British 
affiliate contributed $11,274,553 while German income 
amounted to $1,748,238. For several years past the com- 
pany has been engaged in a program of modernization 
of key stores throughout its chain and this program, 
together with the opening of new units, wi!! be con- 
tinued this year. To provide adequate working capital 
to finance this program, $10,000,000 of ten year 3 per cent 
sinking fund debentures were privately marketed last 
year. Financial position at the year-end was charac- 
teristically strong with cash alone of more than $19,082,- 
727 as compared with total liabilities of $7,974,201. 

Sales in January and February of this year, contrary 
to the experience of most retail chains, were slightly 
larger than in the same months a year ago. But, due to 
a late Easter, volume in March declined about 11 per 
cent below that of March, 1937. The probabilities are, 
however, that April sales will show a satisfactory gain. 

The present dividend of (Please turn to page 123) 
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While the recovery in per capita Business 
Activity has thus far amounted to but little 
more than 5%/, from the extreme low of 67.7% 
of normal touched during the third week of 
February, it is rather encouraging that even 
this modest gain has held for the past few 
weeks. Among the various components of our 
Business Activity Index somewhat better than 
normal seasonal expansion has taken place dur- 
ing the past ar 9 in Automobile Production, 
Electric Power Output and Car Loadings. Soft 
Coal production has recently picked up sur- 
prisingly in spite of heavy inventories held by 
the utilities; since stocks carried by large indus- 
trial consumers and the railroads have fallen to 
a level that necessitates replacement. In the 
Cotton Textile field, excess inventories are 
being worked off rapidly through shut-downs 
by Southern mills. 

** * 

Competent observers are in substantial agree- 
ment that it will be some months before the 
Government's renewed pump priming and cheap 
money prescription could produce any results, 
if at all. In other words, recovery must depend 
upon Nature's old-fashioned remedies—inven- 
tory reductions and correction of price and 
wage maladjustments. That costs are still too 
high is strikingly demonstrated by a recent 


(Please turn to next page) 
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HIGHLIGHTS 


INDUSTRY—Industrial activity stabil- 
izes at about 5%, above the February 
low. Little nearby stimulation ex- 
pected from Government's pump 
priming and easy money program. 


TRADE—Retail sales spurt to above 
last year during pre-Easter week, 
causing unexpected re-orders from 
wholesalers. Most department stores 
in red during first quarter. 


COMMODITIES — Raw _ material 
prices weaken, under weight of 
bumper crop prospects and mounting 
primary supplies. 


MONEY AND CREDIT —Rising 
excess reserves stimulate demand 
for Government securities, and start 
recovery in bond prices; but business 
loans still contract. 














SUPPLY & DEMAND 
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Business and Industry 





Latest Previous Last ora 
Date Month Month >t PRESENT POSITION AND OUTLOOK 











INDUSTRIAL PRODUCTION (b) | 
Feb. 93.6 94.3 108.7 | (Continued from page 105) 

Feb. 71.7 72.6 105.3 compilation showing that aggregate profits of 
Feb. 90.6 99.6 99.9 the first 122 industrials to report for the first quar- 
Feb. 117.2 118.3 116.7 ter were off 47% from a year ago, though the 
Feb. 75.6 77.2 81.1 physical volume of industrial activity declined 
Feb. 128.4 124.7 1155 only 26%. Farm income in March was 19% 
lower than for the corresponding period of 1937 


WHOLESALE PRICES (h) Mar. 79.7 79.3 87.8 against a decline of only 14% for the first quarter. 











COST OF LIVING (d) ae ae 
All items Mar. 86.7 86.7 87.9 
Mar. 80.3 80.1 87.2 Secretary of Labor Perkins estimates that unem- 
Housing Mar. 87.5 87.8 84.2 ployment among non-agricultural workers in 
Clothing ; Mar. 75.5 76.0 75.9 March was about 2,450,000 greater than at the 
Fuel and Light Mar. 86.2 86.3 86.1 same time last year; though the increase over 
Sundries Mar. 97.8 97.5 96.4 February amounted to only 50,000, wile factory 
Purchasing value of dollar Mar. 915.3 115.3 113.8 payrolls declined by a mere fraction of 1%. 
According to latest available data, raw material 
NATIONAL INCOME (cm)?.... ; $5,168 $4,850 $5,600 prices are 29% lower than last year, wholesale 
CASH FARM INCOME? : tig ee prices are down 9%, retail prices are off 4%, 
Form Marketing $519 $456 $596 while the cost of living has sagged 1.4% despite 
‘ 59 a 4% advance in rentals. 
Including Gov't Payments....... 579 708 
Total, First Quarter... .... 1,679 1,946 
Prices Received by Fa:mers (ee)... ; 96 128 re 
Prices Paid by Farmers (ee) : 126 132 . . 
ie ie etal tn Cina With the notable exception of Macy, May 
Paid (ee) 16 and Best, few of the department stores earned 
2 __7"__} any money during the first quarter; but a sudden 
FACTORY EMPLOYMENT ood increase in sales during the week before Easter 
Durable Goods............. 3 79.5 . brought the turnover up to 8% beyond last year 
106.1 and caused quite an unexpected volume of re- 
orders to be placed with wholesalers. A 7% 
FACTORY PAYROLLS (f) increase in merchandise exports during March 
(not adjusted) , ; 101.1 was more than offset by a 44% drop in imports; 
so that our total foreign trade last month fell 23% 
yes ail Sales (F) 86 93 otow Ditneeh at 1937. 
Chain Store Sales (g) ; 103.3 i 108.6 o> cage. i 
Variety Store Sales (g) ‘ 107 111.6 
Mail Order Salest 2 $67.3 : $75.1 While there is no nearby possibility of effecting 
RETAIL PRICES (s) as of i 90.6 k 94.5 a reduction in railroad wages, not a few roads 
have been materially benefited by the higher 
FOREIGN TRADE freight rates effective beginning in March, and it 
Merchandise Imports . $173.4 . $307.5 is becoming apparent that the Government, 
Cumulative year's total f to . 507.0 825.6 through further financial assistance, intends to 
as! se . 4a . nae stave off receivershics until a moze lasting solution 
umulative years totaly to . . 12. can be worked out or until industrial recovery 
RAILROAD EARNINGS comes to the — bagroomeage* agg ei 
Tot2! Operating Revenues* $251,174 $279,259 $321,960 petbaed “oo oa aa 4 : h ee 
Total Oper. Expenditures * ; 215,487 232,710 244,154 — ore Ge peey et ee pee 
97,451 28.813 98,450 session of Congress may set up a new department 
Net Rwy. Operating Income*. .. 2:136(d) 6.990 38,799 of transportation and communication and pass 
Operating Ratio % 85.79% 83.33% 75.83%) emergency legislation providing for equipment 
Rate of Return % 4 Def 0.49 9.46 loans and creating WPA work for railroad em- 
: - : : : 2 ployees laid off in the interest of economy. 


BUILDING Contract Awards (k) 
$226.9 $119.0 $231.2 * * * 


Residential 5 79.4 40.0 90.2 
et 88.6 Construction contracts awarded during 


Public Works and Utilit : 59.7 30.5 . 
gar amore met 59.5 March in 37 states east of the Rockies were only 


Non-Residential ¢ ; 87.8 48.5 ‘ 
Publicly Financedt , 94.6 51.1 66.4 2% below last year, against a 37% drop in Feb- 


: : ruary. Residential awards in March, however, 
2ccorarmbobearcetdl cinta sce — declined 12%. Less favorable was the 31% 
Building Permits (c)} slump from last year in March building permits 

214 Citiest ; 65.2 41.9 85.2 throughout the country, which antecede the actual 
New York City ; 11.4 6.1 35.9 award of contracts by several months. This com- 
OS SS Sa eee : 76.6 54.0 121.1 pares with a recession of only 2% in permits 
: " —| granted during the entire first quarter. New York 
Engineering Contracts (En){ ; $259.1 $210.8 $156.8 Ho banks announce that they have $100,000,- 


CONSTRUCTION COST INDEX 000 to lend on improved real estate. 
(En) 1913-100 2 943.4 243.4 225.3 











Non-durable goods 
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Date 












Latest 
Month 








Previous 


Month 


Last 
Year 





PRESENT POSITION AND OUTLOOK 











STEEL 



































Ingot Production in tons®....... Mar. 2,012 1,703 5,216 
Pig lron Production in tons*....} Mar. 1,452 1,298 3,459 
Shipments, U. S. Steel in tons*..} Mar. 572:2 474.7 1414.4 
AUTOMOBILES 
Production 
TE oo a Mar. 265,000(pI) 202,872 519,022 
Wotal (9 MOS:).:. 6s .¥0 02 c's of AT 695,616(pl) 1,302,108 
Retail Sales 
Passenger Cars, U.S. (p)........ Mar. 195,000 121,234 363,735 
UE CRG) ae ar Mar. 38,000 27,823 60,301 
PAPER (Newsprint) 
Production, U. S. & Canada* (tons)| Mar. 292.5 264.0 383.7 
Shipments, U. S. & Canada* (tons).}| Mar. 248.8 225.4 370.0 
Stocks, U. S. & Canada* (tons)....| Mar. 31 214.5 170.9 103.9 
LIQUOR (Whisky) 
Production, Gals.*.............. Mar. 9,879 10,254 20,255 
Withoawn, Gals.*.......5....5: Mar. 5,656 4,383 5,829 
Stocks, Gals. * as of.............] Mar. 31 467,419 464,596 408,517 





GENERAL 










































COMMERCIAL FAILURES (c).. 


Machine Tool Orders (f).........| Mar 107.0 159 211.6 

Railway Equipment Orders 
DO See eee Mar 19 17 29 
CE Carre ar Mar 682 109 6,200 
MMSEMEE To. ioe ah asses Mar. 59,025 i lle are es 
Cigarette Productionf............ Mar. 13,728 11,492 12,792 
Bitumincus Coal Production * (tons).| Mar. 26,800 27,000 51,315 
Boot and Shoe Production Prs.*...} Mar. 36,763 30,015 46,120 
Portland Cement Shipments *, bbls..| Mar. 7,259 4,575 7,879 
Mar. 1,088 1,071 820 








Factory sales of automobiles in the U. S. 
during March totaled 222,000 units, a drop of 
55% from the corresponding month of 1937, 
compared with a decline of only 50% for the first 
quarter. Truck sales fell off 47% in March, 
against a 35% decline for the first quarter. Pro- 
duction lost by recent labor trouble can soon be 
made up, and meanwhile is helping to reduce 
field stocks of new cars. 


* * * 


Although production of spiritous liquors de- 
clined 38% during the nine months ended March 
31, as compared with the corresponding period a 
year earlier, stocks of all kinds continue to grow. 
Comparing March 31 with the like date in 1937, 
whisky stocks increased 15%, rum was up 15%, 
gin gained 31%, while brandy inventories jumped 
35%. 





March cigarette deliveries, breaking a long 
series of declines, advanced 7% over March, 
1937; but withdrawals for the entire first quarter 
were fractionally under the like period a year 


earlier. Production of cigars was under last 
year for each of the first three months—total de- 
cline for the quarter coming to 7%. Production 
of smoking and chewing tobacco was off only 
2% for the first quarter. 
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Date 






Latest 
Week 








Previous 


Week 


Year 


Ago 





PRESENT POSITION AND OUTLOOK 














































































































ELECTRIC POWER OUTPUT 

we nk eee Apr. 23 1,951 1,958 2,188 
TRANSPORTATION 

OO Apr. 23 523,767 537,585 756,248 

ROMUIN ES afer ra aie ae 4+ '> os 130 6'4.a:01 Apr. 23 32,763 34.215 27,730 

REET EICOKES 6 2 o5 osc ecco seuss Apr. 23 79,204 92,135 129,566 

MORI inn c's cas eee hoes Apr. 23 24,162 25,422 36,799 

Manufacturing & Miscellaneous....! Apr. 23 217,839 219,027 322 682 

iy aelieaaeameeceammamimatan: Apr. 23 148,081 150,722 170,021 
STEEL PRICES | 

Pig Iron $ perton(m)............| Apr96 $93.95 $93.95 $93.95 

Scrap $ per ton (m).............. | Apr. 26 11.92 12.25 20.00 

Finished ¢ per lb. (m)............ Apr. 26 + 2.605 2.605 2.605 
STEEL OPERATIONS 

% of Capacity (m)...............| Apr. 28 32.0 32.0 92.0 
CAPITAL GOODS ACTIVITY 

eis hes hes Apr. 23 50.9 50.9 92.3 
PETROLEUM 

Average Daily Production bbls. *..; Apr. 23 3,440 3,385 3,496 

Crude Runs to Stills Avge. bbls.*..; Apr. 23 3,150 3,150 3,119 

Total Gasoline Stocks bbls.*...... Apr. 23 91,479 92,001 80,897 

Gas and Fuel Oil Stocks bbls.*....) Apr. 23 127,148 125,946 94,429 

Crude—Mid-Cont. $ per bbl...... Apr. 30 1.27 1.27 T27 

Crude—Pennsylvania $ per bbl.....| Apr. 30 1.75 1.75 2.20 

Gasoline—Refinery $ per gal...... Apr. 30 .0614-3%4, .0614-%4 07%, 





Electric power output, in dropping for the 
first time during the depression to a level more 
than 10% below last year, has declined at a greater 
than normal seasonal rate. The incident should oc- 
casion no great concern, however; since it was 
caused by a temporary fall in demand owing to 
the closing of several large industria! plants by 
labor trouble. For the most part, electric power is 
holding up much better than general business ac- 
tivity. Profits earned by the utility industry during 
the first quarter were only 13% lower than last 
year, in the face of a 47% decrease for all indus- 
trial corporations 

ao - s 


In trade circles it is believed that the steel op- 
erating rate may have already reached its seasonal 
peak, owing to lack of demand from the rails, 
automobiles, and construction—the industry's 
chief customers; but hopes are entertained of a 
fairly brisk upturn during the second half year. 


* ¥ ° 
a 


The oil industry is still taking too much crude 
out of the ground and continues to produce too 
much gasoline. Crude inventories are 4% above 
last year in face of an estimated recession of 4% 
in demand. Gasoline stocks are up 12%, against 
an estimated gain of only 3% in consumption. 























{—Millions. *—Thousands. 
estimates of income paid out. 
14—100. (f)—1923-25—100. 
Age. (n)—-1926—100. 


Estimate. 












(a)—Estimated. 


(p)—R. L. Polk & Co.'s Estimate. 
(En)—Engineering News Record. (Ry)—Railway Age. 


(b)—Annalist Index 1928—100. 
(d)—Nat. Ind. Conf. Bd. 1923—100. (e)}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909- 


(g}—Chain Store Age 1929-31100. 


(h)—U.S.B.L.S. 1926—100. 


(c}—Dun & Bradstreet's. 


(cm)—Dept. of Commerce 


(k)—F. W. Dodge Corp. (m)—lron 


(pl)—Preliminary. (s)—Fairchild Index, Dec. 1930—100. (w}—Ward's 
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Trend of Commodities 


The mid-month rally in commodity prices has failed to In some measure the recent downward trend of security 
hold and over the past week weakness has prevailed, par- prices has been imparted to commodities but the real rea. 
ticularly in the grains. Many commodities are now selling sons behind lower prices continue to be rooted in supply. 
close to, or at, their 1938 lows. So far as commodities are demand factors. Business remains reluctant to depart from 
concerned the inflationary implications of recent monetary a “hand to mouth" buying poilcy. This means, however, that 
moves on the part of Washington and proposed pump- inventories of finished goods continue to be worked off. 
priming expenditures have proven to be a decided "dud". Primary inventories, on the other hand, continue to mount. — 






















































































(M. W.S, INDEX 1923-25=100) 
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(U.S. DEPT. OF LABOR'S 784 COMMODITIES INDEX 1926 = 100) 























Changes in Major Commodity Price Group for the Forthnight Ended April 23, 1938 
4 up 1.0 95.9 no change 
. 91.0 down 0.2 
ter x 77.3 no change 
88.7 no change 

















latest Previous Net 
is Wk. or Mo. Wk. or Mo. Change PRESENT POSITION AND OUTLOOK 








iy vial per pound, closing | Cotton. Prices have held within a compara- 
Apr. 30 8375 8.88 —13 | tively narrow range. The statistical position of 

Apr. 30 8.78 8.98 —.90 the textile industry has strengthened, reflecting 
p Apr. 30 8.78 8.94 it sales in excess of production but the longer range 

(In bales 000s) outlook for cotton prices is bearish, so long as 


Visible Supply, World Apr. 29 8,796 6,294(d) +1,502 prospective supplies promise to exceed potential 
Takings, World, wk. end Apr. 29 346 257 : +89 demand. 

he oon th ‘igi ~~ ” oe 4 wa ) Syma | Wheat. The winter wheat crop continues to 
Exports, wk. end Apr. 29 65.8 78.1 —193 make excellent progress and it is now believed 
Total Exports, season to..........| Apr. 29 5,080 4,803(d) +285 that the next Government crop estimate based on 
Government Crop Est. (final) 1937 18,934 12,398(d) +6,636 May 1 conditions will indicate an increase of 


Active Spindles (000's) Mar. 22,288 24,640(d) —?2,352 25,000,000 bushels over the 725,000,000 bushel 
crop forecast as of April 1. Assuming a spring 


WHEAT wheat crop of 200,000,000 bushels, the current 
Price $ per bu. Chi. closing crop may reach 950,000,000 bushels. If this 
Apr. 19% 8356 —A4¥%_ | proves to be the case, it will be only the sixth 
Apr. 19 81% —2Yg | time in the history of the country that the wheat 
Exports bu. (000's) wk. end Apr. 1,187 1,014 +173 crop has exceeded 900,000,000 bushels. Lower, 
Exports bu. (000's) since Jul. 1to..| Apr.23 103,104  95,83%d) +7,265 rather than higher, prices are likely to rule. 
Visible Supply bu. (000's) as of...}/ Apr. 42,643 25,839%d) +19,804 = * Ge 
Gov't Crop Est. bu. (000's) winter. . : 725,707 685,102(d) +40,605 Corn. Sustained export shipments have fea- 
tured corn. Overseas shipments have totaled 
41,800,000 bushels from last October through 
March. What this has meant to the corn farmer is 
30 584 5914 —1¥% | suggested by the fact that in the same period a year 
. 30 59% 61 —25fg | ago more than 42,000,000 bushels of corn were 
Visible Supp!y bu. (000's) as of . .. .23 40,008 6,816(d) +33,192 imported. Mounting resentment over com acre- 
Exports, bu. (000's) since July 1... .23 49,146 1(d) +49,139 age allotments may force some modification in 
Gov't Crop Est. bu. (000's) . 17 2,644,995 1,502,08X%d) +1,137,906| the AAA program. 


* * * 

















CORN 
Price cents per bu. Chi. closing 
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COPPER 



























































Price cents per Ib. 
 Dokilice<s.c4i son... s0ve-): App 30 10.00 10.00 None | 
eee Bis 22S Sista Sines s:5.04, wh Apr. 30 9.75 9.85 —.10 

Refined Prod., Domestic (tons).....| Mar. 61,120 59,393 +1,727 
Refined Del., Domestic (tons). .... Mar. 33,430 27,389 +6,041 
Refined Stocks, Domestic (tons)....} Mar. 342,780 326,244 +16,536 
Refined Prod., World (tons)....... Mar. 169,820 161,350 +8,470 
Refined Del., World (tons)........ Mar. 158,700 137,466 +21,234 
Refined Stocks, World (tons). ..... Mar. 540,250 529,853 +10,397 
TIN 
Price cents per Ib., N. ¥Y..........] Adpr. 30 36.40 38.80 —2.40 
World Visible Supplyt...........] Mar. 20,039 18,355 +1,684 
Straits Shipmentst...............-| Mar. 6,630 5,908 +722 
DS MOGUNCHEST scccccsss-.55--01 WAar. 4,555 4,420 +135 
U. S. Visible Supplyt............) Mar. 31 4,458 5,116 —658 
LEAD 
Price cents per lb., N. ¥.........-] Apr. 30 4.50 4.50 None 
U. S. Production (tons)........... Mar. 36,436 34,869 43,818(d) 
U. S. Shipments (tons)............] Mar. 31,052 30,135 63,425(d) 
Stocks (tons) U. S., as of..........] Mar. 143,511 138,134 137,204(d) 
ZINC 
Price cents per Ib., St. Louis Apr. 30 4.15 4.25 —.10 
U. S. Production (tons)........... Mar 43,399 41,146 53,202(d) 
U. S. Shipments (tons)............ Mar 33,528 21,540 59,635(d) 
BIOCKS CLONE) 19. 2), BS Ole. sss ees Mar 118,009 108,138 18,183(d) 
SILK 
Price $ per Ib. Japan xx crack. Apr. 30 1.63-1.68 1.65-1.70 —.02 
Mill Dels. U. S. (bales), season to..| Mar. 31 286,920 372,120(d) —-95,200 
Mill Deliveries U. S. (bales)....... Mar 34,884 30,260 .39,934(d) 
Visible Stocks N. Y. (bales)....... Mar. 31 36,326 43,834 41,731(d) 
Visible Stocks, World (bales) as of.| Mar. 31 134,426 136,934 146,331(d) 
RAYON (Yarn) 
Price cents perlb................ Apr. 30 54.0 54.0 None 
UM) © SaSee eeneee Mar 456 ATT 693(d) 
All Rayon—Month's Supply... ... Apr. 1 3:3 3.0 0.1(d) 
WOOL 
| Price cents per Ib. Spot Tops...... Apr. 30 81.0 83.0 —69 
HIDES 
Price cents per Ib. Igt. Cows (Chic.)..} Apr. 30 8.75 8.75 None 
Visiole Stocks (000’s) as of....... Feb. 28 15,169 15,407 16,461 
No. of Mos. Supply as of.......-} Feb. 28 10.8 12.1 ET) | 
RUBBER 
POOR GCN CTIO. 65255. econo Apr. 30 14.25 12.75 —1.50 
hee oY a eeneeee Mar. 35,967 43,930 —-52,039%(d) 
Consunon, WU. S.}. 05... 000 0e. Mar. 30,487 23,868 54,064(d) 
wy UR a ri Mar. 31 294,024 288,883 191,928(d) 
Tire Production (000's)........... Mar. 2,759 2,212 5,915(d) 
Tire Shipments (000's)............ Mar. 2,878 2,349 5,787(d) 
Tire Inventory (000's) as of........ Mar. 10,808 10,833 12,448(d) 
COFFEE 
Price cents per Ib. (c) 

DUT AOGNWEIY s 6 o6)6 6.002 eons es Apr. 30 4.10 409 +.01 
Imports (bags 000's)............. Mar. 1,308 1,284 +24 
U. S. Visible Supply (bags 000's)..} Apr. 1,343 1,347 —3 

SUGAR 
Price cents per Ib. 

Domestic No. 3 May.......... Apr. 30 1.87 1.89 —.02 
Raw Sugar 

CU aR a Ee Apr. 30 1.92 1.91 +.01 

Duty free delivered............ Apr. 30 2.82 2.81 +.01 
Refined (Immediate Shipment)..... Apr. 30 4.65 4.65 None 
U. S. Deliveriest (000's).......... 1st 3 mos. '38 1,218 1,901(d) —683 
U. S. Ref. Stockst, as of (000's)....] Mar. 31 293.6 146.6 +157 





Copper. Foreign demand has been fair, al- 
though domestic markets remain listless. No 
change in prices. To the advantage of the metal’s 
stat’-tical position, it might be noted that a further 
sizable reduction has occurred in fabricators’ 
stocks. During the first quarter fabricators drew on 
inventories for one-third of their requirements 
filling the other two-thirds from current deliveries. 
The groundwork is being laid for higher copper 
prices, if and when general business improves. 

* * * 


Tin. Prices during the past week dropped to 

a new low for the year on reports that Malayan 

Government had rejected the proposed tin buffer 

pool. World consumption of tin in the first two 

months was 5,100 tons under that of a year ago. 

Production in the same period was off 1,500 tons. 
~ * +. 


Lead. The March increase cf 5,377 tons in 
stocks of refined lead was in line with previous 
expectations. Although stocks were the largest 
since February 1937, the increase has been much 
less than in the case of other leading non-ferrous 
metals and supplies are currently only about 40 
per cent above the depression low. Prices likely 
to remain firm. 

+ * * 

Zine. The spurt in zinc buying was short 
lived and. prices have dropped back from 4.25 
to 4.15 cents. The latter price is unprofitable and 
it is hoped that producers may be compelled to 
cut output. Stocks are already quite unwieldy 

- * * 

Silk. Prices have ruled steady. Domestic 
consumption for April has been estimated at 
about 7 per cent higher than in March. 

+ * = 

Rayon. Deliveries of rayon woven fabrics to 
consumers in March were 10 per cent higher than 
in February. Shipments were about 20 per cent 
greater than production, indicating a fairly sizable 
depletion in inventories. 

* * * 

Wool. Duliness continues to reign in wool 
manufacturing operations, but the trade holds to 
the opinion that the decline in prices has about 


run its course. 
* * ” 


Hides. Indications are that March statistics 
will: disclose a further decline in visible stocks. 
Wettings were reported to have increased about 
3% per cent in March. 

* * . 

Rubber. Rubber has been favored by im- 
proved news. Manufacturers’ stocks of tires and 
tubes were further reduced in March and ship- 
ments were in excess of production. Moreover 
it is expected that Department of Commerce es- 
timates will also show an encouraging decline in 
distributors stocks. There is still a possibility that 
second half quotas will be cut to 50 per cent. 

- * . 

Coffee. Market has been featureless. Plans 
are being launched for a concerted effort to ex- 
pand the consumption of coffee in the United 
States, as part of Pan-American trade efforts. 

+ * * 


Sugar. Trade continues to press demands 
upon Secretary Wallace for a reduction in quotas. 
With consumption lower, this appears to be the 
only possible near term development likely to 








lift prices. 














(a)—Expressed in % (1923-25—100). 





(c}—Wholesale Rio No. 7 N. ¥Y. (d)}—Year ago. 






t—Long tons. 
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GERM: 

Latest Previous Year 
Date Week Week Ago CENT : a 
| SNTEREST RATES Pils: 
‘ With every likelihood that excess reserves will Invest 
neler weno ~ ia er re nd ‘— 4% 7" attain record-breaking proportions in the not dis. Othe 
ae ane “ % 1% 1% tant future, creating available credit greatly in ex. Note 
suatocnen: (aig a eae ae "30 ‘ ‘ cess of any conceivable demand, any hardening Othe 
» pase sree vtec se % 1% 11% in interest rates appears to be a remote possibility, Othe 

* 2 * 

CREDIT (millions of $) prop 
Bank Clearings (outside N.Y.).....| Apr16 9,913 2,086 9,912 |g, ine, latest statement of the Federal Reserve * 
Cumulative year's total to......... Apr.16 33,923 ........ 40,479 oe eee : 

Z ’ ’ desterilized gold by the Treasury, revealed an in- BANI 
Bank Clearings, N. Y............. Apr. 16 2,472 2,799 3,694 § $90,000,000 i bring; 
Cumulative year's total to......... Ae 46° 45076 2.2e5< 60,950 eigen indapney <4 Se eee ee Re we 
F. R. Member Banks ‘ ‘ the total up to $2,580,000,000, the highest since Silve 
ies August 1936. Deposits also rose in the latest Res 
Loans and Investments.......... Apr. 20 20,809 20,794 29,268 k itati : ; b 
Cita Hage. tad. Gooen....| Apeled 4.908 nr week, necessitating some increase in reserves, Su 
Sites Rineme Pf teaiet “694 573 1969 otherwise an increase of $114,000,000 would Dor 
ania S. Gov'ts. : ; ; faa: 90 1977 7,960 8/439 have been shown. In its latest monthly review the c 
Cee - Gov't Gid. Securities... ps 90 14 19 14 1 14 78 Federal Reserve Bank of New York predicts that Ot 
ae rons 90 3068 3/096 3'049 excess reserves will ultimately reach $3,600,000,- Ot! 
Dondal Denese A s 90 14.451 14.495 15.333 000, or some $300,000,000 in excess of the pre- No 
a. ......... so 90 5991 5918 54 46 vious peak. It is now the policy of the Treasury De’ 
Saws Hi City Sieh bina a ' , ' to refund only $50,000,000 of the $100,000,000 | MH | Ch 
SR pt aged Ra Aor, 27 7.705 1681 8.353 weekly maturities of Treasury bills, utilizing funds Re' 
Ghastl. tnd ond A esa He: Pa 97 1607 1696 ' derived from desterilized gold to retire the bal- ae 
nay UL S. Gov'ts di. & B std. ree: 97 3'503 3.468 31541 ance. Asa result the increase in excess reserves 
~ Sipe = acarnlagg {er 97 6070 6.094 6394 is accelerated by the more rapid disbursement of 
Time De oi Hi i 97 656 656 ‘671 Treasury balances. To brake a price boom in 
Seducil ceed oe ao eh cimaag xia Government bonds, the Federal Reserve Banks 
Member Bank Reserve Balance...) Apr. 27 7,661 7,547 6,934 | = Lo pairs re iH eee oe rs = 
Money in Circuletion.......... Apr.27 6,355 6,361 6,381 Se nT ee ae 
Gold Stock Aor 27 12.860 19.841 11.789 $20,578,000 bonds were sold. The most recent Quc 
ov alnay Segal aaa Pe oy tae 2688 esas statement of New York City Member Banks | & | acc 
Samia Cash eases yea 97 9.199 2.164 9.956 revealed a net increase of $24,000,000 in loans ind 
“pate R ie a : 97 9.580 9.490 1640 and investments. Loans, however, were off _—— 
enews na ean ae aed an , , y $3,000,000, despite an increase of $20,000,000 
in loans to security dealers. Business loans de- Gre 
sed a. vod clined $19,000,000. Holdings of Government Bel 
NEW FINANCING (millions of $) - _ go direct and guaranteed bonds were up $35,000,- Cz< 
Eeaniute wri $245.9 $103.0 $383.7 000, but holdings ot other securities were off. De 
Stee e secs e eee e eee eres j : t , Fin 
—— peepee ae en ee eos sae vn a. Financing for the purpose of raising new capital Fra 
Pena 5 ano ee ee Mar. 1.100 951.0 1435 was less than $53,000,000 in the first quarter. In Ge 
aaa aaa “wl 301 900.9 1135 the first quarter a year ago, $86,000,000 of new Ge 
ehieies ba ao a 999 50.5 300 capital was raised. Strength in the high grade bond Ge 
ek ee | . : market may act to stimulate nnanclng arrangements. Gi 
——— H. 
Ita 
POSITION OF FOREIGN BANKS ; N 
Pc 
Apr. 27, 1938 Apr. 28, 1937 COMMENT . 
BANK OF ENGLAND | Rearmament programs are costly and must be S' 
SAT Sea Sooo 25 - £489,262,000 £468,816,000 paidfor. Britons have had this truth rather forcibly Y 
Public Wpanomts. . 2. 3.64.5-55..- 10,890,000 26,161,000 impressed upon them during the past fortnight. S 
ee eee 149,801 ,000 127,144,000 The budget will be balanced but the citizens will \ 
a a ee 113,288,000 87,566,000 have to tighten their belts several notches. In- 
ther Procoumls. .. 5 .'..5...... 36,513,000 39,578,000 come tax rate will be boosted from 25% to 
Government Securities............ 113,996,000 97,730,000 274%, or from $1.25 on every $5 ci taxable : 
Other Secuiilies. .........55....... 26,444,000 27,436,000 income to $1.37%. Gasoline will be taxed / 
Discount and Advances........ 7,064,000 5,468,000 18 cents a gallon, an increase «f 2 cents a gallon. 
0 SSS oes ee 19,380,000 21,968,000 The tax on tea was increased 4 cents to 16 cents 
SS Pee eee ee 37,961,000 45,854,000 a pound. , 
Goinend Bullion... . <2... 0056 327,223,000 314,670,000 AGE M2 | 
BAN OF FRANCE re . ni ee Puan a. comet — May 3, will issue 
pr. 22, pr. 23, a series of economic decrees. Advance details 
mmr ancl Om ; + praealehs » » S\% beige em beige ood - a but : - a that wed ne = 
reait Dalances TOaG........-- ’ ' ' 1 vice for financial reform and steps to balance the 
2 a ie 28: 9,816,000,000 rhc tt ner ; program for modernization of French 
ilis Boug ES tae as MM oo hc ae ar ' ROO, industrial equipment; slum clearance; credits to 
Advance Against Securities....... 3,659,000,000 3,683,000,000 industry and trade; improvement in financing 
Note Ce SE ee 97,257,000,000 85,1 69,000,000 methods; and development of colonial resources. 
— anephdt wemg Sa cis ated pee eye atin or — a sepia exchange control, 
emp. i ee 40, L f b F c will continue to defend the franc and adhere to 
Gold on Hand to Sight Liabilities. . 45.95% 55.19% the tri-partite monetary control. 
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POSITION OF FOREIGN BANKS—Continued 





GERMAN REICHSBANK 
Gold and Bullion 
Of Which Deposits Abroad 
Reserve in Foreign Currency 
Bills of Exchange & Checks 
Investments 
Other Assets 
Notes in Circulation 
Other Daily Matured Obligations. . 
Other Liabilities 
Proportion of Gold & Foreign Cur- 
rency to Note Circulation 


Apr. 23, 1938 
Rm.70,733,000 
20,333,000 
5,437,000 
5,067,802,000 
417,097,000 
1,640,625,000 
5,283,200,000 
1,318,225,000 
220,492,000 


1.44% 


Apr. 23, 1937 
Rm.68,210,000 
19,219,000 
5,981,000 
4,371,751,000 
429,646,000 
780,048,000 
4,389,548,000 
763,559,000 
169,154,000 


1.69% 








BANK OF CANADA 
Reserve Gold, Coin & Bullion... .. 
Silver Bullion 
Reserve in Sterl. & U.S. Dollars... . 
Subsidiary Coin 
Dom. & Prov. Gov't Short Term Se- 
curities 
Other Dom. & Prov. Securities 
Other Securities 
Note Circulation 
Deposit-—Dom. Gov't 
Chartered Banks 


Apr. 27, 1938 
$180,731,0C0 
1,430,000 


Apr. 28, 1937 
$191,117,000 
2,407,000 





Res. to Note & Dep. Liabilities. ... 


22,492,000 
183,000 


118,398,000 
41,421,000 
12,271,000 

156,595,000 
15,108,000 

199,551,000 

54.58% 


16,146,000 


222,000 


50,242,000 
101,686,000 


129,480,000 
25,539,000 
197,701,000 


59.29% 





Note circulation of the Reichsbank has increased 
substantially during the past several weeks, sug- 
gesting that German currency is rapidly being sub- 
stituted for Austrian. Business in Germany gained 
appreciably in the first quarter this year. Gains by 
heavy industry were particularly noteworthy. 
Heavy taxes and labor costs, however, are blight- 
ing profits. 


Although industrial activity in Canada is feeling 
the drop in export trade, particularly with the 
United States, our northern neighbor continues to 
make a better business showing than our own. 
Agricultural conditions are favorable and heavy 
industry is being sustained by large railway equip- 
ment orders. Airplane manufacturers are hopeful 
that the proposed visit of British commission will 
prove fruitful. 











FOREIGN EXCHANGE IN DOLLAR TERMS 








Quotations in cents and decimals of 
a cent except pound sterling which is 
in dollars and cents. 





Demand 
Apr. 28 Year Ago 


—Cables 


Apr. 28 


Year Ago 


COMMENT 








Country and Par 
Great Britain ($8.2397 a sov.)....... 
Belgium (16.9502¢ a belga) 
Czechoslovakia (3.51¢ a crown) 
Denmark (45.374c a krone) 
Finland (4.264c a finmark) 
France (par not definite) 
Germany (40.33¢ a mark)** 
Germany (benevolent mark) 
Germany (travel mark) 
Greece (2.197c a drachma) 
Holland (par not definite) 
Italy (5.2634 a lira)§ 
Norway (45.374¢ a krone).......... 
Poland (18.994 a zloty) 
Spain (Burgos peseta) f 
Sweden (45.374 a krona) 
Switzerland (par not definite) 
Yugoslavia (2.981¢ a dinar) 
Shanghai dollars (unsettled) 
Hongkong dollars (unsettled) 
India (61.987c a rupee) 
Japan (84.39¢ a yen) 
Sts. Settlements (96.139c a dollar).... 
Argentina (71.87¢ a paper peso) q... 
Argentina (71.87¢ a paper peso)**... 
Brazil (20.25c¢ a paper milreis)** 
Chile (20.599c a gold peso)t....... 
Colombia ($1.645 a gold peso)**.... 
Mexico peso (unsettled)x 
Peru (47.409c a sol)T 
Uruguay ($1.751 a gold peso) { 
Uruguay ($1.751 a gold peso)**f. .. 
Venezuela (32.67 a bolivar) | 
Venezuela (32.67c a bolivar)** 
Ecuador (5 sucres a dollar) ¥t 


4.941, 
18.75 
3.49 
22.10 
2.19 
4.4112 
40.2114 


4.983, 
16.831 
3.4814 
22.97 
2.21 
3.073 
40.221 
22.00 
24.50 
0.9154 
55.66 
5.264% 
25.0614 
18.88 
10.00 
25.71 
23.00% 
2.35 
27.63 
31.09 
37.22 
29.09 
58.1834 
26.35 
33.25 
5.90 
5.19 
55.40 
24.75 
24.25 
42.50 
65.63 
31.00 
31.62% 
8.00 





4.985%, 
16.831 
3.4814 
22:77 
224 
3.07% 
40.22% 
22.00 
24.50 
0.9134 
55.66 
5.2614 
25.06% 
18.88 
10.00 
25.71 
23.0014 
2.35 
27.63 
31.09 
37.22 
29.09 
58.18% 
26.35 
33.25 
5.90 
5.19 
55.40 
24.75 
24.25 
42.50 
65.63 
31.00 
31.62% 
8.00 


4.947, 
18.75 
3.49 
22.10 
2.19 
4.41) 
40.2114 


25.50% 
92.93 
2.33 
30.00 
30.75 
37.36 
28.84 
58.12% 
30.45 
32.95 
6.40 
5.19 
56.90 
27.80 
26.00 
55.50 
78.50 








Weakness has prevailed in most of the principal 
foreign currencies over the past fortnight. More 
recently sterling has shown a firmer tendency, 
while the franc and belga continue soft. Although 
apparently without any basis, for the present at 
least, the rumor persists that the franc will be de- 
valued at a level slightly above 2.80 cents. The 
franc firmed slightly toward the end of last week, 
following reports that England would extend 
credits to France for the purpose of furthering her 
rearmament activities. This would have the effect 
of relieving pressure on French exchange. Weak- 
ness in the franc was transmitted to the belga, on 
the belief that should the franc be devalued, it 
would tend to weaken the belga. The fact that the 
Belgian budget is again unbalanced, due to out- 
lays for defense and rearmament, has added to the 
fears of devaluation. Gold has been moving out 
of Belgium in large quantities, as capital has been 
transferred to other countries. 

* * * 

There has been a noticeable weakness in the 
unofficial rates of several South American cur- 
rencies. Demand for free exchange has led to more 
restricted allotments on the part of central banks, 
in an effort to balance supply and demand. Im- 
porters are being hard pressed to obtain the neces- 
sary exchange with which to pay for merchandise. 
As a consequence, it has been reported that large 
quantities of goods are piling up in South Ameri- 
can warehouses. Exchange difficulties in South 
America reflect directly the slump in exports and 
the decline in the prices of principal export com- 
modities. The situation, therefore, can hardly be 
expected to show any improvement until there is a 
reversal in the downward trend of foreign trade. 














{j—Nominal quotations, 





§—Free 


rate. **—Official rate. 


x—Offering rate. 


§—Travel lira 4.75¢. 
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1937 Indexes 1938 Indexes MMENTS 
No. of While there was no dearth of news to 
High Low Issues (1925 Close—100) High Low Apr. 16 Apr. 23 Api 30 || account for the market's reaction since ou 
122.0 54.3 330 COMBINEDAVERAGE 65.9 44.2 54.9 53.8 50.1 last issue, it is interesting to observe from 
: a purely technical viewpoint that the de. 
i eee de er pare tee 
F 0 j : i : ; i ri cancele 
146.5 52.1 16 Automobile Accessories. 70.6 44.3 56.5 53.8 48.3 Fang 45% of ‘ing elo weeks’ odvaait 

30.1 8.9 12 Automobiles 12.4 7.9 9.7 9.1 8 4 between March 96 Fi ad April 16. This is 

oe an : aaaiees en oot — vey aan =e within ye or . wiiat might be classed as 
. . = es . . . . a simple technical reaction. 

308.6 135.4 3 Business Machines 159.6 120.2 138.5 133.4 127.2 

247.7 132.6 9 Chemicals 1130: 7350 128.5 120.9 " . . 

88.3 32.9 18 Construction 4 25.6 35.3 34.3 31.4 
<eged as ce Stee : bison are por — Since market deciines are almost always 

43.0 245 2 Dairy Products 0 93.1 244 24.0 23.9 || ‘ess Selective than advances, only a few of 

42.7 15.2 9 Department Stores 3 we 161 157 146 | — groups which go to.make up 
108.8 45.2 9 Drugs & Toilet Articles... 40.1 46.2 46.7 46.0 || Gi rig en peed sd 
388.4 182.6 2 Finance Companies 4 158.1 189.1 1826 166.5 || % nrc er 4 ‘ergs ete - 

71.9 37.5 7 Food Brands : me oe 6 lf EO eee ee. ee 

53.9 959 4 Food Stores 915 94.5 93.9 93.3 ever, indicative of the changed attitude 
122.3 46.4 4 rumiture & Floor Covering 57.4 36.9 47.4 45.3. 42.4 _|| coward the Government’ latest pump prim 

1160.6 894.0 3 Gold Mining 8 953.7 1059.0 1060.1 1012.0 || 13 ee aenee et ne fiat time in cad 

58.6 25.8 6 Investment Trusts k 21.1 26.6 25.0 24.4 iia. cen -denaniiic Gen Gicvtan at th 
317.8 167.2 4 Liquor (1932 Cl.—100).. 2 141.8 165.6 158.9 149.0 || MoU ne sronser ey aki ns a 
209.8 97.8 9 Machinery p 77.6 96.4 95.7 86.6 ; 

104.3 53.8 2 Mail Order 7 wat ae S22 fee Danke es 
109.5 47.5 4 Meat Packing........... : 36.5 44.2 43.6 41.2 || 
334.1 138.6 15 Metals, non-Ferrous..... i 118.8 149.1 148.1 129.0 || ; ; 

96.5 1A : 58 89 8.0 13 Groups which declined less than the Com- 
158.8 90.8 23 Petroleum 3 762 96.0 93.5 87.9 || bined Average, and hence which exhibited 
114.9 50.5 18 Public Utilities 38.8 465 488 44.3 emerge’ ae song the ig te 

31.7 13.3 4 Radio (1927 Cl—100)... ; 10.7 13.8 13.0 126 snd T A ag Pom _ ob Om Gold 
112.9 37.7 9 Railroad Equipment ; 28.2 38.1 35.8 32.8 Mi av * ie Sul + . Tob a 

48.6 16.2 23 Railroads ; 10.8 13.0 12.7 12.0 NS. VOPE, “SMa, SON site 

28.5 69 47 13 6.9 64 Four of these seven groups—Aviation, 

87.6 34.9 3 Shipbuilding 36.1 485 48.7 43.7 || Paper, Sulphur and Tobacco—also exhibit- 
165.6 69.6 13 Steel & Iron 8 55.8 69.2 66.2 63.6 || ed technical strength during the three 

452 16 18.5 21.0 21.2 19.5 weeks’ advance between March 26 and 
171 9 118.6 ; 118.6 143.7 140.7 1334 April 16, for reasons mentioned in our last 

85.3 43.2 3 Telephone & Telesnph... ; 37.6 45.7 41.2 43.6 issue. Of course the Gold Mining stocks 

91.8 35.3 7 Textiles 9 27.9 35.1 3414 31.9 || have been following their usual tactics in 

9°.2 10.7 4 Tires & Rubber 2 103 123 11.8 10.9 || moving counter to the market. 

99.4 68.3 4 Tobacco i 63.8 71.8 70.7 68.0 

71.9 20.6 5 Traction ; 15.6 20.1 20.2 18.4 ° . . 
346.8 157.7 4 Variety Stores 146.0 168.0 169.3 162.2 


22 Unclassified 1937 Cl— 12920 84.7 103.4 1030 966 Strength in the Drugs and Toilet Articles 
group during the past fortnight is attributable 


to fractional improvement, against the mar- 
ket, in such low-priced component special- 
DAILY INDEX OF SECURITIES ties as Sharp & Dohme, Vadsco Sales, and 
N.Y. ov Viees ea ~ || Zonite Proaucts, and so is without especial 
Theses Dow-Jones Avgs. ——50 Stocks— economic significance. A similar situation 
40 Bonds 30 Indus. 20Rails High Laas Stn accounted for the technical strength in the 
Monday, April 18 65.96 118.99 21.65 84.90 89.67 857,160 || Food Brands group, which was attributable 
Tuesday, April19..... 65.80 116.34 21.35 88.84 80.82 571680 || largely to a 44% spurt in Loft, Inc. (from 
Wednesday, April 20... 65.55 114.90 21.26 80.66 78.72 777,540 pode 1¥@) during the fortnight ended 
Thursday, April 21 65.80 115.40 21.33 80.95 79.47 595,240 | pril 30. 
Friday, April 22 66.96 118.52 22.23 84.01 81.00 1,116,200 || < . . 
Saturday, April 23 67.17 117.64 22.07 83.78 82.50 410,950 
Monday, April 25 66.94 116.23 22.09 82.00 81.10 395,880 Groups that were conspicuously weaker 
Tuesday, April 26 66.76 113.94 21.83 80.82 79.25 444,730 || than the Combined Average during the 
Wednesday, April27... 67.03 115.25 21.73 81.20 179.93 425,070 || Fortnight ended April 30 include Agricul- 
Thursday, April 28 66.90 111.98 21.21 80.04 77.99 537,260 | tural Implements, Automobile Accessories, 
Friday, April 29 66.55 111.66 21.21 78.15 76.86 543,820 || Automobiles, Dairy Products, Liquor, 
Saturday, April 30 66.62 111.98 21.96 7838 77.82 147,770 || and Traction. All of these, except Auto- 
ei mobiles and Liquor, were also technically 
STOCK MARKET VOLUME we gpa “re Auto- 
, : : mobiles were, of course, hurt by renewed 
— a 30 Week pve ite ril 23 Week panel a 16 labor trouble; Liquor is still suffering from 
Total Transactions Same Date Same Date price cutting and falling sales; while Agri- 
Year to April 30 1937 1936 cultural “pp reflect fresh weakness 
78,789,704 194,440,005 220,288,073 in agricultural staples. 
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The Personal Service Department of THe MAGAzINE OF 


WaLut STREET will 


answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and 


send 


check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





United States Rubber Co. 


I have a considerable paper loss in U. S. 
The stock cost me 473g several 
years ago. The poor outlook for the auto- 
mobile makers, and the recent “crack” in the 
rubber markets abroad prompt me to inquire 
whether or not you believe this equity is 
worthy uf retention—L. M., Mobile, Ala. 


Although U. S. Rubber Co. issues 
nly semi-annual reports, it has, ac- 
cording to officers of the company, 
operated at or slightly above the 
break-even point during the initial 
quarter of the current year, despite 
sharp declines in many of its lines. 
The company has further improved 
its status by: (1) Providing for 
the creation of new mortgage, (2) 
retirmg the preferred and common 
stocks held by a subsidiary, (3) by 
changing the common stock from no 
par value to a par value of $10 a 
share and, (4) to authorize issuance 
of bonds up to a total of $75,000,000, 
most of which will be utilized to 
refund existing bonds. The comple- 
tion of the new financing and the 
foregoing capital changes will open 
the way for the resumption of divi- 
dends, as and when earnings permit. 
Unless, however, there is an early 
and marked change for the better in 
the outlook for the rubber and tire 
industry, it is extremely doubtful 
thet favorable dividend action will 


Rubber. 
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be taken this year. For the year 
ended December 31, 1937, the com- 
pany registered earnings of only 
$¢.21 per common share, against 
$3.31 per share during the year of 
1936. The earnings figure for 1937, 
however, does not represent the true 
picture of operations during that 
year. If profits of the non-consoli- 
dated plantation subsidiaries had 
been included, earnings would have 
been above those of 1936. Further- 
more, the company had to take dras- 
tic inventory losses at the close of 
the year, thus pulling profits down 
still further. Looking toward the 
future we can safely say that al- 
though 1938 earnings will not com- 
pare with those of 1937 there may be 
some pickup later this year. Not 
much is expected from the tire divi- 
sion, because of the poor outlook 
for the automotive industry, but the 
mechanical division is currently 
meeting its sales budget. Further 
benefit should be derived from lower 
rubber and cotton prices, the com- 
pany’s two principal raw materials. 


This factor, however, will be offset 
somewhat by possibly high labor 
costs and curtailed sales volume and 
declining rubber prices which will 
affect profits on both the finished 
and unfinished inventories. Current 
market prices for the common issue 
take these factors into consideration, 
however, and where the longer term 
potentialities of United States Rub- 
ber are realized, we can definitely 
counsel retention of these shares as 
a potentially profitable speculation. 


United Aircraft Corp. 


Because of United Aircraft’s excellent be- 
haviour through the past year, I am wonder- 
ing if this stock won’t go to new highs with 
a market upturn. Anything you can tell me 
about its prospects will be greatly appreciated 
—H. B., Washington, D. C. 


The shares of United Aircraft 
Corp. present one of the more in- 
teresting situations in an industry 
that has already proven its worth 
and which is characterized by good 
potentialities for the future. For the 
year ended December 31, 1937 the 
company registered $1.52 per share 
on its common stock, against 76 
cents per share a year earlier. For 
the initial quarter of 1938 the com- 
pany recorded profits of 42 cents per 
common share. This compares with 
profits of 28 cents per share for the 
like quarter of 1937. This rate of im- 
provement will undoubtedly con- 
tinue throughout the current year, 
due to the excellent demand for the 
company’s products. United Air- 
craft is one of the larger manu- 
facturers of aircraft and parts for 
both commercial and military use. 

(Please turn to page 117) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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hard money 


is what you pay for everything 
—ihat's an additional "reason 
why" for the value of our 
imported English, Scotch or 
Irish fabric business suits, 
-priced at from only 


$85.00 
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574 FIFTH AVE., NEW YORK 
Telephone BRyant 9-7495 














Invest any amount in Lump-Sum or Save any 
amount at any time. EVERY ACCOUNT IN- 
SURED up to $5,000 by Agency of U. S. Govern- 
ment. Leader Federal is paying 4% per annum 
dividends, payable January 1 and July 1. Mem- 
phis a great diversified city. Write for financial 
statement. 


LEADER FEDERAL 
SAUINES 6 LOAN ASSO = 








3000 ROOMS 
WITH BATH 
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Rails 
1936 1937 1938 Last 
——. aia Sale 
A High Low High Low High Low “4 27/38 
RR cee 2 88% 59 94%, 32% 42 22% 27% 
Atlantic Coast Line................ , 21% 55% 18 27% 14 1614 
Baltimore & Ohio.................... 261 15% 40, 82 10%, 4 532 
ngor & Aroostook.................. 491% 39 as 30 34 29 3114 
Cc 
Canadian Pacific.................... 16 10%, 17 6% 8, 5 6% 
EN eee 100 59 901% 48 27%, 32% 
Chesapeake & Ohio.................. 77% =¢ 68% 31 381% 231%, 26% 
Chicago Gt. Western Pfd.. : 14% 4 181, 5% 234 3% 
3 - & St. Paul & Pacific. . Rane 2% 1% 3% Ye 1 % % 
M. & St. Paul & Pacific Pid... 54%, 2 1% 1% 1% % 1%, 
Sts & NorthkWestern............. 4h 2% 6% i 1% iy % 
Chicago, Rock Is. & Pacific.......... 3 1% 3% VY 1% % % 
Delaware & Hudson.................. 45/4 36%, 83, 13 17% 7% 9% 
Delaware, Lack. & West 31 1444 41 5 814 4 5%, 
E 
ROR c Gop eokbaessceexncnsbheexs 8%, 11 235 4% 6%, 2 2% 
| 4632 32% 56%, 20% 26%, 123% 15% 
I 
he 2914 185 38 8 121%, 6% 8 
K 
Kansas City Somthem. ..........5006000 26 13 29 5 9¥g 51 7% 
L 
Lehigh Valley............ ay _ 92 8% 245% 44 6% 3 47g 
Louisville & Nashville. ok 10234 57% 99 481, 56% 295 2 
Mo., Kansas & Texas. en 9% 5% 9%, 2 3% 1% 2% 
Mo., Kansas & Texas Pd., A... 333% 141, 34% 514 111% 43/4 65/4 
Missouri Pacific........ . 4 214 6%, 1% 25, Vy 13% 
N 
gs York Central..... 4972 273/4 5514 15%, 19% 10 1234 
-, Chic. & St. Louis. Falah s mee 5314 173%, 72 14 221% 7 111% 
‘N. H.& penned. eeenicaek ui 6% 3 9%, 2 23, 1% 1% 
Norfolk & Western... Veer ka 72 180 198 135 150 
Northern Pacific.............. .. 36% 23%, 36% 9% 13% 63% Ty, 
NN Sey wooo y'n play ain lata Xe 45 28%, 501, 20 24% 141 161%, 
R 
RS oe oa sshoaeuxe 50%, 35% 47 181, 22 12%, 15% 
s 
DP BO BOI soc. oc sn ose cee ccvcces 352 1% £5 + 1% EA Vp 
“ee eres 47% 23% 653% 17 221, 9%, 113%, 
Southern Railway...................-- 261% 1234, 4334 © 13%, 514 71h 
T 
RN oo oe seakiuedes 49 28 541, 155 24%, 13 15% 
ey errr 1493, 1081, 148%, 80 ssi, 55% 601, 
w 
ames Dhentans. ... 5... 6 oseccsess 121% 814 11%, 25% 414 25g 3'4 
SMI, Sou dts ecb bow rca ceca sie 4 1% 4%, 1 15/5 Vo 
e a 
Industrials and Miscellaneous 
1936 1937 1938 Last 
——_-—— - —_—— - — Sale 
A High Low High Low High lew 4/27/38 
gs oc. o oo. 0's 0b waive 86% 58 80%, 4414 58%, 40%, 44) 
SE eee 171% 3 15% 8 13%, F 9% 
SS eae . 40% 26% 45% 13 21 14 11% 16 
Allied —— UR ivtoccanchv oe 5 7 258% 145 176'% 4 143 
ee. "90% 6% 2% 6% 9%, 4-6 
Allis Sikes Mfg. . TARR. 35% 8314 34 51%, 34%, 41% 
ee i ican g hs <5 seme 125% 75 1147, 511% 724% 57 62 i, 
Amer. Agric. Chemical (Del.)......... 9 49 101 14 531% 6 ay 56 
Fee OES er 5514 36 4132 ° 15% 10 13% 
Amer. Brake Shoe & Fdy.......... 70%, 40 8034, 28 42% 231% 32 
oA) ele enmeaes 137% 110 1 69 91% 104% 87 
Amer. of a 60% 30 71 154% 27% 12% 17% 
Amer. & Foreign Power............... 9% 6% 13% 2% 43, 24%, 31 
Amer. Power & Light................. 14% 7Y; 1610 3 7%, 3% 4%, 
Amer. Radiator & S.S..... -. 27% 18% 29% 9% 14% 9 121% 
Amer. Rolling Mill. ......... os 37 2334 45% 15% 22% 131% 17 
Amer. Smelting & Refining.........-.- 103 563%, 10534 4° 563, 28% 381%, 
Amer. — —- yee APS Remy 64 201 73% 221% 343, 15 i 214%, 
Amer. Si 484%, 56% 24 31 21% 27% 
Amer. T 1491/0 87 140 149%, 111 29 
Amer. Tob. E 2 RR eee 4 88th 997% 58%, 73 583%, 691% 
Amer. Water Works & Elec........ 27% 191% 291% 8 131% & 83 
Amer. Woolen Pfd............-- . 70% 5234 79 25% 353% 235% 30 
Anaconda Copper Mining............ 553 28 6914 24% 36% 21% 28% 
amor Co, offll..........:.-- 732 472 13%, 4% 6% 3% 4%, 
Atlantic Refining. ......-........-... 351 2672 37 18 24 1734 21%, 
eS ee em (4 472 9% 2% 4% 2% 3% 
B 
Baldwie Loco. Works. ............... aie er 23% 5 103, 5 75 
a RRR RRR 38 21 43% 10% 19 ay 45” 
OS)” RS eae 28%, 141% 351% 10 163% 10%, 13% 
Beech-Nut Packing.................. 112 85 11434, 903, 103% 94 
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Bendix Aviation......... 
Best & Co. 


Bethlehem Steel 
Black & Decker 


Borden Co..... 
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1936 
Hish Low 
3294 215% 
72 48 
77% as% 
8 
37 ich 
3234 255, 
18% 12% 
64%, 2 
584 40%, 
2134 8h 
15% of 
291 16) 
16% 6 
30%, 10% 
86 9214 
91 543, 
32%, 2134 
4 47T¥4, 
138%, 8514 
134 89 84 
13614 94 
233 14 
8414 44 
91%, 55 
24%, 14%, 
5% 2% 
4834 27% 
1714 1114 
2614 15% 
353 1034 
ue Be 
44% 8 
821, rte 
501% 24 
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20 103, 
55 341 
44 33% 
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55% 39% 
351% 13% 
31% 21% 
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18% 6 
34% 22% 
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poi 25% 
la, 6 
18% ot 
94 1 
10514 5652 
6638 43% 
1914, 1114 
152 88 
633% 28, 
26%, 15% 
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11614 9753/4 
6714 43 
61% 351% 
26% 1% 
49%, 79, 
6514 401, 
251% 111% 
641 44 
42%, 27% 
3814 
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1937 1938 
High Low High Low 
30% 8, 14% 85, 
62%, 29 Yo 26% 
10514 41 67% 
38 1344 17 14 9% 
495, 16 35) 201% 
28 16 19% 15% 
50% 223, 28) 16} 
23% 7 10% 5 
59% 18 26% 123, 
53 7 13 5% 
251% 6% 9%, 5% 
144% 2% 6% 3% 
333% 6 11344 6 
201 4 1014 5% 
381%, 9% 1934 121, 
1963/4 80 9714 62/4 
100 40 551 29% 
41% 13 18% 9 
867, 34%, 46% 26%, 
13514 461, 631% 3538 
41 24% 43 321% 
1701 93 i, 125 1051 
12534 65 76 53% 
20% 42 976 51, 
6914, 30% 38%, 23 
8014 34 4334, 31) 
21% 5 10 5% 
4 1 2 1 
49% 2114 25% 17 
17% 7 101, 7 
3734 103%, 164% 9% 
37% Thm 816% 8% 
6914 37% 45%, 361% 
49 24 343 21% 
71% 501% 6514 53 
5614 22% 30 19 
10072 28%, 39% 22% 
8% 2 5% 3% 
23%, 84 1914 125 
27 1814 24%, 131% 
27 1914 251% 173, 
29 10 16 1 
57% 35 6034 463%, 
IM", 261% 46%, 31 
1801, 98 12334 9014 
198 1 7 12114 
45% 147, 211% 134% 
26% 6% 13%, 6% 
60 33 40%, 33 
275 7 133% 8 
71% 23% 33% 195 
4132 161% 25%; 1300 
52%, 261 34 Ye 2414 
54% 1114 201% 1 
32% 18 28 19%, 
8614 3114 4514 “3 
19%; 5 9 6% 
65 Y, 34 451% 27% 
44, 2814 33% 22% 
6542 8 57% 5034 
70% 28% 381%, 25% 
654%, 17 26%, 123%, 
5% 1 = 1 
70%, 18 28 151% 
511% 191% 2714 13 
50%, 12%, 191% 10 
477 1614 24 1514 
15% 5% 7% 5% 
64 50 58 423/, 
1752 4, 8% 5 
42 1514 283, 205, 
23% 4 10 5 
47', 15 bs | 143, 
33% 6% 1534 71% 
13%, 1% 6% 2% 
189 127% 154%, 130 
120 5314 70 501% 
733% 37 523, 36% 
15% 4 8% 5% 
155 65% 86 58 
6934 2814 43% 2672 
24 101, 12%, 81, 
431% 223, 283/ 193, 
79 33% 42 2312 
114 83% 102% 8114 
87% 43% 52% 33 
75%, 311% 401, 26 
28%, 153 18 13%, 
62%, 1734 2435/4 16 
58%, 25 32% 824% 
30% 71% 9%; 5% 
291, 10 2% 14% 
74 20 374% 25 
41%, 22 ribs, 19%, 
42% 301, 451% 35% 
42 181% 261/ 4 
161% 5% 8} 53% 
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STOCKS and 
COMMODITIES 


Cash or Margin Accounts 


require- 


explaining margin 1 
trading 


Fold “a. 
aor charges and 


ments, commission 
units sent on request. 


J. A. Acosta & Co. 


Members New York Stock Exchange 
N. Y. Curb ownage id (Assoc.) 
New York Cotton change 

New York Produce Exchange 

N. Y. Coffee & ig Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 

New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 




















Odd Lots—100 Share Lots 


Small accounts receive the same cour- 
teous and painstaking attention as large 
accounts. 

Ten shares and more carried on conser- 
vative marginal basis. 

One share and more bought for cash. 


Your Inquiries Invited 


Ask for M.W. 806 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 

















Many helpful hints on trading procedure and 
practise in our booklet. Oopy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(iisHoum & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


OPENING AN ACCOUNT———4 














Allegheny Steel Company 
Brackenridge, Pa. 

Allegheny Steel Company has de- 
clared a dividend of $1.75 per share 
on the outstanding shares of their 7% 
cumulative preferred stock, pay- 
able June Ist, 1938, to stockholders 
of record, May 14th, 
1938. 

F. H. STEPHENS 


Vice-Pres. and Treas. 
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June 4, 1938 
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Why You Should Have 
These Monthly Ratings 


Always Handy— 


























You want to know which of 

the securities you hold offer 
the soundest profit possibilities— 
which are progressing—which are 
at a standstill—the danger sig- 
nals, if any. 


At any time you may want to 

know the vital facts about any 
one of the 1542 leading stocks 
listed on the New York Stock 
Exchange or the New York Curb 
Exchange—leading bank or in- 
surance stocks. 


Adjustable Stock Ratings, re- 

vised monthly, comprises 112 
pages of brief statistical reviews, 
expert ratings and _ individual 
comments that leave you in no 
doubt as to the prospects of the 
securities in which you are in- 
terested. 


Adjustable Stock Ratings is just 
about the most efficient and use- 
ful investment tool that you can 
possibly have —and with The 
Magazine of Wall Street, will 
enable you to keep accurately and 
authoritatively posted at all times. 


Now only $3.00 a Year 


Adjustable Stock Ratings, pub- 
lished on the 15th of every month, 
is only $3.00 a year—a most mod- 
est price, compared with similar 
services costing up to $40 and 
$50 a year or more. Why not 
subscribe now? 


Mail this coupon today 


The Magazine of Wall Street 
90 Broad Street, New York 


I enclose $3.00. Send me ADJUST- 
ABLE STOCK RATINGS 
monthly for one year. 
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1936 1937 1938 Last 
3 x —————_ Sale 
M High Low High Low High Low 4/27/38 
Mesta Machine...................... 65 40% 724%, 33%, 431% 263%, 3e 
Minn. Honeywell... .. 2.2020 ' °° 77" 112 65 120 53 67 ik 60 
Minn. Moline Power...... 11°" °°" 7" 1234 6% 161 4x TH, a 5¥e 
Monsento Chemical... ... 111° °° 7°77" 103 79 1071, 71 911% 6814 70 
PaGM Wand BEGD.................... 9 353% 69 30 3712 25 31% 
Hie ia, RE Lae 22%, 14 204%, 3 7% 4 5% 
N 
Nash Kelvinator..................... aie aie 245/, 5 12% 6% 8, 
Nations! Riscelt...............°°°°°° 38%, 283, 33% 17 203, 151 20% 
National Cash Register........°) °°" '*' 325%, 211% 38% 13 18% 12 ¥ 16 
National Dairy Prod.......... 110° ° "7" 281, 21 261, 12 15%, 11 12% 
National Distillers........ 0212277777" 33% 255% 35 17 23 17% 19% 
1 Ae RBS ieee egrets 36h 2674 18 293, 171% 204 
National Power & Light....../° 97°" "* 144% 9% 14%, 5 8% 5 6% 
cet whagine 2 aa 78 571% 99% 55 62%, 444, 53% 
A ane 83 321% 981% 29 9 20 251% 
Newport Industries............ 0077 ° 7" 40 © 413, 101, 191, 9y 1334 
MOMNUAMOMCOD..................... 35% 231 34%, 1414 22 13% 173/, 
North Amer. Aviation......... 17° °** 144, 672 173 3 10% 5% 9 
Oe ee ee 20% 12% 24% 6% 12 6% 85 
SPITE MDNR 0 oo oioevcccac cnn... iss ian 1033, 51% 661, 51 
P 
Pacific Gas & Electric................. 1 303, 38 22 28% 22%, 25% 
Packard Motor Car................... 1334 6% 123, 4 5% 314 4% 
Paramount Pictures................... 25 7TY%e 28% 81 12% 5% 8 
Penney (J. ae Ceateclnecsc PR en eae 112% 69 103%, 57% 731 55 62 
LOS ee eon 563, 255 597, 181, 313 1754 231% 
Phillips Petroleum.................... 523% 3814 3014 42%, 27% 34 
Porter Aseble.......+............ 56 40%, 651% 43%, 50° 3914 47%, 
Public Service of N.J................ 5014 39 523, 30% 35%; 25 28 
Eva) SESS SRS Ria resem areca 69% 36% 721, 251% 36% 21%, 27 
ORS SEER aR aceon 2444 16 243, 83, 134% 8 10%, 
R 
Racio Corp. of America.............. 14%, 9%, 123, 43, 1% 4%, 6) 
Radio-Keith-Orpheum............._.. 10% 5 101% 2%, 53g 2% 23/4, 
ee ae 25 ae 291%, 8, 154s 9 14 11% 
J dS aaa aaa 29% 16% 47, 12%, 203, 1114 141, 
Reynolds (R. J.) Tob. CI.B............ 60% 50 58 40% 46% 33%, 3714 
So) Se 4952 27 46 18 235 12 155% 
Sche: lev Distillers................... 55% 37% 513%, 22 271 16%, 181% 
en SS eo erennnreanr: 1011, 59% 98%, 493/, 65% 47 58% 
Shattuck (F.G.).. 2222222222000 19% M% 17h “6s % 6% Th 
LS) OSC een 28Y, 14%, 344, 144% 18% 10 133 
Socony-Vacuum Corp................ 443 121 23% 13 163; 103, 13% 
ajay Sepa ERR eeirede 24%, 15% 23%, 10 2134 15% 19% 
RN oe canes 283, 814 113%, 6% 7% 
Standard Brands..................... 18%, 14%, 16 4 714 9% 61% 7 
St d Gas & Electric............... % 514 14 z 3% 2 3% 
St d Oil of Calif... a 471% 35 50 27% 33 251% 291% 
it Lek) ™ apeeSenoes ... 48% 3234 50 26% 351% 24%, 30% 
t lel) 3” it eens -. 70% 511, 76 42 54) 3934 47 
Stewart-Warer...................... 241% 16% 21 51% 1134 6% 7k 
UOMO WONT. ooo cc sc ccccenee 301 14% 335% 6% 11%, 51% 8 
.. _. ., JES ee ena erates 15% 9% 0 3 7% 31% 51% 
ARTES Se nan eae 91 70 77% 4414 57 %, 45 49 
Lo Se ee 55%, 28%, 6514 345, 44 32% 38%, 
Texas Gulf Sulphur................... 445, 33 44 23%, 34 6 794 
Texas Pacific Coal & Oil.............. 151, TI 1654 sy, 101%, 83, 
Tide Water Assoc. Oil............... 2134 1434, 21%, 131 ah 101, 131%, 
Timken Detroit Axle................. 27% 1214 28% 83, 13% 10 
Timken Roller Bearing................ Ti 56 79 36 481, 31% 361, 
Twentieth Century-Fox................ 38%, 22% 404 181 24 161% 21% 
U 
Underwood-Elliott-Fisher.............. 10234 74%, 100% 46%, 59% 41 481 
Union Carbide & Carbon.............. 1051, 71% 111 61%, 80 57 65%, 
Union Oil of Cal........... 2221! 28Y, 20% 28% 17% 25% 47% 49% 
United Aircraft 20% 35% 10% 273 19% 26% 
_meiie...................."° 68 91 36%, 49% 39 41% 
oS RIO ei ee seree 53% 81 2 3% 2% 
US ares 66% 86%, 52 654 50 61 
United Gas Imp 141%, 17 9 11% 83% 9%, 
U.S. Gypsum.......... 80% 137 53 74%, 55 72 
U. S. Industrial Alcohol. . . 314, 435% 161, 23%, 131% 17 
U. S. Pipe & Fdy 211 72% 24 32 211, 291% 
JR 5 “eee 1634 724 20 351% 21 27% 
U. S. Smelting, Ref. & Mining 72% 105 52% 1 44y, 551 
NaS Oi oes ok caewsies 467, 126% 481/ 21/, 8 4454, 
ee oe os crises vnncommesc 115% 150 100%, 1141, 95 98ihe 
Utilities Pw. & Lt., A 31/4 4% i, 1%, % y% 
DARN re oh acces 161%, 393% 9%, 20%, 11% 155% 
ON ae Se ee 51 18%, 3% 8} ay, + 
Warner Brothers Pictures.............. 3 18 4%, 4h; 3% 5% 
ot SS ee ee Saas 721% 83% 221 28%, 16) 221 
Westinghouse Air Brake. 34%, 573% 17% 271 15%, 2134 
Westinghouse Elec. & Mfg 941 167% wt, 109 613, 155 
1) eee i 65 ae 4% 5% 3 4% 
SR a eee 71 4434, 65% 34 43% 36 42 
Worthington Pump & Mach........... 3634, 23% 47 12 20 1%, 15% 
7 
LoD ee 23% 83/, 37 T% 151 83% 11 
Youngstown Sh. & Tube............... 87%, 41% sarke 34% 43% 24 HH, 
= 
YE ee 424g 111% 43%, 11% 17% 9 115% 
*—Not including extras. {—Paid last year. +-—Paid this year. a—Ex-diy, 
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Answers to Inquiries 





(Continued from page 113) 


The majority of the company’s con- 
tracts are with the government, 
whom it supplies with equipment 
that is accepted as practically stand- 
ard parts for all of the recent air- 
craft purchased by the United States 
Army and Navy. Unfilled orders on 
the company’s books at the begin- 
ning of the year amounted to 
$25,000,000, or sufficient to assure 
near capacity operations through 
1938. Another interesting factor 
which will undoubtedly help future 
earnings is the large decline in de- 
velopment costs as sales volume 
rises. In view of these factors, it is 
not overly optimistic to expect that 
1938 earnings will exceed those of 
1937. As of December 31, 1936, the 
company had no bonds or bank loans 
outstanding, and enjoyed a strong 
financial position, total current as- 
sets being compared to total current 
liabilities on the ratio of approxi- 
mately six to one. Only 2,531,295 
shares of capital stock are outstand- 
ing. This has enabled satisfactory 
disbursements in the way of divi- 
dends. Although $1.00 per share was 
paid duiing 1937, we are inclined to 
believe that the return during 1938 
will be greater, in line with pro- 
spective higher earnings. While 
only about 20% of volume sales 
goes to commercial and foreign ab- 
sorbers (government contracts ac- 
counted for about 60% during 
1937), better demand should be re- 
alized from this source, thus swell- 
ing earnings still further. The 
potentialities prevalent in the shares 
of United Aircraft are such that re- 
tention would appear to promise im- 
portant price appreciation after a 
reasonable period. 





International Agricultural Corp. 


Would you care to comment on Interna- 
tional Agricultural, of which I hold 200 shaves 
bought at 34%? Should it do well this year? 
lam tolé ss sales are up—A. W. G., Dallas, 


Texas. 


International Agricultural Corp. 
derives the largest part of its reve- 
nues from distribution of fertilizer, 
largely for use in cotton, tobacco, 
potato, cereal and miscellaneous 
crops. About 70% of sales are con- 
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Union Bag & Paper Corporation 


| peasy BAG & PAPER CORPORATION, producers of wrapping paper, paper bags, 
kraft liner board and a wide variety of specialties reports that net earnings for the 
first quarter of 1938 were the second highest for any quarter in the last 14 years of the 
company’s history. Net income after all charges including interest, depreciation and 
taxes (with the exception of undistributed profits tax) for the three months ending 
March 31, 1938 was $354,250, or a profit of 34c a share on the stock now outstanding. 
This compares with net profit of $326,917 or 3lc a share (based on the same number of 


shares) for the first quarter of 1937. 


The net profit for the 12 months ending March 31, 1938 was $1,461,928.25, compared 
with $656,757.69 for the 12 months ending March 31, 1937, both totals before charging 


undistributed profits taxes. 


STATEMENT OF PROFIT & LOSS 
Periods Ending March 31, 1938 


(Ine'uding the results of operations 9° wholi 


Gross sales, less discounts, returns and allowances...........- 
Cost of products and manufacturing expenses. ......-+++-05+5 


Manufacturing profit. ..........cccsscceess 
Delivery, selling, administrative and general expense.......... 


bn EE OTE POTEET ECE TRO Te 
Miscellaneous income (net)............+eeeeee8 


DERUOIWE NIN aS. 5 4:06 sin ea aw 0d 44 ewe wae Renee 


owned subsidiars now liquidated.) 
Quarter ending 12 mouths cading 
March 31, 1938 March 31, 1938 


$3,908,853.60 
2,690,594.84 


$15,721,907.12 
11,068,689.22 
$ 4,653,217.90 
2,810,259.60 


$1,218,258.76 
741,496.66 


$ 476,762.10 $ 1,842,958.30 


Profit before provision for Federal income and capital stock 


CAKES... c eee cccccccecesecesssceseseccese 


Provision for Federal income and capital stock taxes (estimated 


see note 


oo err ee rere eee er 


Note 1—This statement « 
terim sta nts 





Pipe abe Se eny 3,714.70 11,940.25 

$ 480,476.80 $ 1,854,898.55 
ccc cccccceccece 61,926.43 149,370.30 
eslnedinee sewn ees 418,550.37 $ 1,705,528.25 
oe cccccccccncee 64,300.00 243,600.00 


$ 354,250.37 $ 1,461,928.25 
¢ practice of the Company with respect t 
uch adjustments as are ordinarily made at the end of our fisca 











centrated in the cotton and tobacco 
raising areas. Despite a reduction in 
planted cotton acreage, sales of ferti- 
lizer have held up fairly well in the 
South, although aggregating about 
9% under a year ago. Farm income 
will probably be less this year, al- 
though more intensive planting may 
prevent a more serious decline in 
fertilizer sales. The trend, however, 
is down. 

Due to the wide fluctuation in de- 
mand and the highly competitive 
price situation, the earnings of In- 
ternational Agricultural have been 
characterized by irregularity. For 
the fiscal year ended June 30, 1937 
(latest report available) the com- 
pany was only able to show 16 cents 
per share on the common stock. 
Continued poor demand for the com- 
pany’s products and the narrow 
profit margins prevalent in the phos- 
phate rock division, indicate that 
they will not be able to record as 
good a showing for the fiscal year 
ending June 30, 1938. The common 
stock is rendered still more specula- 
tive by the large arrears ($68.75 
per share as of March 1, 1938) on 
the 100,000 shares of cumulative 
preferred stock. No dividends have 


ever been paid on the common issue 
and it is doubtful if they will be in- 
stigated at any time during the near 
future. All in all, we must look upon 
the common shares of International 
Agricultural Corp. as highly specu- 
lative and retention of the shares 
can be advocated only where the 
high degree of risk is realized. 





American Locomotive Co. 


On one hand, I understand the locomotive 
builders plan to lease equipment to railroads. 
On the other, I read the Government plans 
loans to the roads to permit such purchases. 
Do you believe this talk is adequately dis- 
counteé in current prices? Would you con- 
tinue to hold shares bought at 184%4?—V. R. 
S., Chicago, Ill. 


The dependence of American Loco- 
motive Co. on the railroad industry 
has been alleviated somewhat by the 
growing importance of the operations 
of its subsidiary companies. The 
more important of these is the Alco 
Products subsidiary, which has be- 
come an important factor in the oil 
refining equipment business. This 
diversification of activities aids earn- 
ings substantially in periods such as 
we are currently experiencing. The 
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main revenues of American Locomo- 
tive are still derived from the rail- 
road industry and until such a time 
as when the purchasing power of 
roads increases, profits will probably 
remain depressed. Under normal 
conditions, American Locomotive 
has shown ample earnings on its 
common issue, although since 1930 
losses have been registered in each 
year through 1936. These deficit 
operations were removed during 
1937, however, and $4.75 per share 
was registered in earnings on the 
common stock. With little, if any, 
hope for any legislation which will 
help the railroads this session of 
Congress we are inclined to take a 
rather pessimistic view toward first 
half-year earnings of the company 
and believe that they will be sub- 
stantially below the $1.11 reported 
during the initial half of 1937. The 
common issue is still quite definitely 
removed from dividend participa- 
tion by the large arrearages on the 
preferred stock. As of March 31, 
1938 arrears on the 351,961 shares 
of 7% preferred (par $100) 
amounted to $28.50. Given any im- 
provement in the rail situation as a 
whole, plus continued growth in sub- 
sidiary operations, these arrears 
should not prove any permanent 
problem. We cannot help but be- 
lieve, however, that the present 
prices of the shares of American 
Locomotive have fully discounted 
the adverse factors prevalent. Al- 
though, it is necessary to concede 
certain speculative qualities to the 
shares of American Locomotive 
the stock may be retained where 
the risk is realized and where the 
stockholder is willing to exercise 
patience. The stock may be retained. 





Glidden Co. 


I am holding Glidden common, purchased 
at 473, in 1936. As a new reader, I will 
appreciate your opinion of its appreciation 
and income possibilities over the near and 
longer term.—T. O. G., Cleveland, Ohio. 


The decline in general business 
activity has undoubtedly adversely 
affected earnings of Glidden during 
the current fiscai term, although no 
figures are available to substantiate 
this other than the failure of direc- 
tors to declare a common dividend 
in March. Nevertheless, the stabil- 
ity of the company’s food business 
should be able to bolster earnings 
somewhat and mitigate the decline 
in the paint and chemical divisions. 


\ 


~~ 


For the fiscal year ended October 31, 
1937 Glidden Co. reported a net in- 
come of $2,542,793 or equal to $2.62 
per share of capital stock. This 
compares with a net profit of $3,- 
085,469 or $3.29 per common share 
sustained a year earlier. The reason 
for this sharp decline in earnings of 
the company is to be found in the 
necessity for effecting large inven- 
tory write offs. While the efforts of 
the Federal Government to stimu- 
late home building and construction 
will probably prove productive over 
the longer term, we do not believe 
they will have any considerable ef- 
fect upon near term profits of Glid- 
den. The paint and varnish division 
of the company will have to wait a 
more apparent uptiend in construc- 
tion activity before profits equal to 
previous periods can be shown. 
Financial status of the company has 
always been strong and at the close 
of the last fiscal year total current 
assets were $17,938,327 compared 
with total current liabilities of $5,- 
983.988. The shares, while not the 
mosi suitable type of holding under 
present conditions, appear to be sell- 
ing at levels where retention might 
be advisable, at least as a tempo- 
rary measure. 





American Can Co. 


I am much encouraged by the recent mar- 
ket action of American Can. I am wondering 
though, if in the face of no improvement in 
business, its gains can be held—and in- 
creased?—A. F. N., New York, N. Y. 


It is estimated that current earn- 
ings of American Can are at a com- 
parable level with those of 1937, 
even in the face of a 5% decline in 
volume sales during the initial two 
months of the current year. This 
may be attributed to the wider 
profit margins resulting from in- 
creased prices placed in effect late 
last year. For the year ended De- 
cember 31, 1937 American Can’s 
earnings were $6.08 per common 
share, against $5.83 a year earlier. 
If the large stock of tinplate now 
on hand holds out until a better de- 
mand is experienced, the company 
should. be able to register full 1938 
earnings equal to those of 1937, at 
least. Satisfactory profits, such as 
these, have enabled the company to 
maintain a liberal dividend policy. 
During the year of 1937 a total of 
$4.00 per share was paid in the way 
of dividends. This liberal yield has 
been characteristic of the company 


over a long period of years. Even 
in the worst depression years, the 
$4.00 dividend rate was maintained 
and we see that during the worst of 
these years, 1932, the company only 
earned $3.26 per share but still paid 
the regular rate. A_ traditionally 
strong financial position, coupled 
with the satisfactory outlook for 
earnings, gives assurance of the com- 
pany’s ability to continue this rate, 

The company has always been ag- 
gressive in developing and market- 
ing new products, the latest being 
fibre containers, used principally for 
the distribution of milk. Experi- 
ments are currently being carried on 
to develop a suitable tin container 
for carbonated beverages, a_ field 
which unquestionably has important 
potentialities. 

The strong market action of 
American Can Co. common stock 
seems to indicate that the present 
price has discounted fully any ad- 
verse factors which might develop. 
It is entirely possible, and highly 
probable, that commitments in these 
shares will prove profitable to the 
holder over the longer term. Re- 
tention is deemed advisable, both on 
an income and price appreciation 
basis. 





Lee Rubber & Tire Co. 


Please advise me, a new subscriber, of your 
attitude toward Lee Rubber & Tire. I have 
200 shares bought around 18, and in view of 
its decline in the past several months, I would 
like to know something about my prospects. 
—N. L., Chicago, Illinois. 


Lee Rubber & Tire Corp. derives 
its business almost exclusively from 
the replacement field, and as a result 
the company has not been affected 
by the decline in demand for original 
equipment tires, which has resulted 
from the sharp decline in automobile 
production this year. During recent 
years the mechanical goods division 
of the company has continued to 
grow and now accounts for about 
one-third of Lee Ruober’s total sales 
volume. This adé-d diversification 
has enabled the company to record 
profits on a more stable plane than 
most companies in the tire and rub- 
ber industry. For the fiscal year 
ended October 31, 1937 the company 
recorded profits of $2.32 per share on 
its capital stock, or slightly better 
than the $2.20 per share registered 
during the preceding fiscal year. Ac- 
cording to the president c* the com- 
pany, profits of Lee Rubber during 
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the initial two months of the current 
year were slightly larger than the 
$148,000 net income recorded during 
the initial two months of the pre- 
ceding fiscal year. Of course, it is 
to be expected that this rate will 
not continue due to adverse condi- 
tions in the rubber market and 
probable declines in demand. During 
1937 the company paid $1.60 per 
share on its 257,465 shares of capi- 
tal stock ($5 par), the sole capitali- 
zation of the company. No funded 
debt is outstanding. Given any im- 
provement in the general business 
picture Lee Rubber should be able 
to participate fully in the way of 
increased earnings. Under these cir- 
cumstances, while the shares do have 
a speculative risk attached to them, 
we counsel retention over the longer 
term. 





Warner Bros. Pictures, Inc. 


Do you agree with me that Warner Bros. 
is in line for a nice advance once the market 
turns about? Last year ard the year before 
this stock touched 18.—E. 7., San Francisco, 
Calif. 


Several factors of a restrictive 
nature seem to cloud the future out- 
look of Warner Bros., and indicate 
that any betterment in the shares 
marketwise will be of det.uitely long 
range calibre. First of these, and 
most important, is the continued de- 
cline being registered in consumer 
purchasing power. This is reflected 
in declining box office intake, and has 
already had its effect upon 1938 
fiscal year earnings. The industry is 
also burdened with heavy costs, the 
reducuon of which is necessarily a 
slow process. For the quarter ended 
February 10, 1938, it is estimated 
that earnings would be in the neigh- 
horhood of $1,300,000. This would 
compare with actual earnings of 
$1,192,453 or 51 cents per common 
share earned in the initial quarter of 
the 1937 fiscal year. It must be re- 
membered that during 1937 the com- 
panies situated in this industry en- 
joyed the best year that they have 
had since the record year of 1929. 
For the fiscal year ended August 28, 
1937 a net profit of $1.48 per share 
was shown, which represents the 
largest profit since 1930. The re- 
traction already recorded in earn- 
ings (for the thirteen weeks ended 
November 27, 1937, earnings were 
42 cents per common share against 
52 cents a year earlier) indicates 
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that 1938 earnings will be substan- 
tially below those of 1937. Thus 
it is doubtful if the stock will have 
as good action marketwise as it has 
enjoyed in the past. A further re- 
strictive factor to be found is the 
large arrears which are outstanding 
on the preferred issue. As of March 
1, 1938 these arrears amounted to 
$23.10 per share. Naturally, this 
prohibits any possible disbursements 
on the common in the way of divi- 
dends. Until a reversal in business 
activity takes place, we must of 
necessity, give a speculative rating to 
the common shares of Warner Bros. 





Revolt Against New Deal 
Brightens Business 
Prospects 





(Continued from page 79) 


on their future allegiances, they 
have advanced the idea of a third 
party in 1940. Under such circum- 
stances, it is conceivable that a Re- 
publican middle-of-the-roader might 
steal into the White House in a 
squeeze play. 

Thus the New Deal, like the one- 


hoss shay, seems to be falling apart 


before the eyes of the carpenters 
because they reached out indiscrimi- 
nately for any kind of labor or ma- 
terial in the making of it. And the 
old-fashioned, horse-and-buggy fel- 
lows who never did like the new- 
fangled vehicle, even though it rode 
them to two sweepstakes, are hast- 
ening its destruction. They aim to 
fire the driver before the start of the 
next race. 

Meanwhile, the dark prospect has 
had a definite effect upon the Presi- 
dent and Congress so far as new and 
old policies are concerned. Mr. 
Roosevelt is mad clear through, per- 
sonally and politically, over the re- 
buffs he has suffered on judicial and 
government reorganization, on the 
undistributed profits and capital 
gains levies, on his grandiose water- 
power schemes. But whether he will 
swing far to the Left in the interven- 
ing years before 1940, as his radical 
advisers urge, or drift along. cannot 
be fathomed. The former course 
seems more probable if vou want 
to bet on such a politically unknown 
quantity. 

He may, as another Roosevelt did 
in 1912, line up with the Progres- 
sives in a third-party move. although 
every practical politician discounts 
that likelihood because formation of 
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an independent, national organiza- 
tion in two years is almost impos- 
sible under existing state election 
laws. Yet he may turn in despera- 
tion to such a guerilla undertaking 
if the Garners and Farleys and 
Hagues and Harrisons force the 
nomination of a Democratic con- 
servative two years hence on a plat- 
form repudiating New Deal essen- 
tials. 

For the moment, however, Mr. 
Roosevelt has turned his attention to 
his $4,512,000,000 “recovery drive,” 
and it is in the light of that distrac- 
tion that his immediate reaction 
must be judged. It represents, chief- 
ly, an effort to recover prestige lost 
in Congressional conflicts, and to 
convince the people that his heart 
still beats for them alone. Other- 
wise, it is only a gesture. However 
distasteful it may be to financial 
and business interests, however dan- 
gerous they may regard the as- 
sumption that a hypodermic can 
produce a healthy nation, it proposes 
no fresh or radical experimentation. 

Indeed, it does not represent the 
grand assault on the depression that 
was advertised so sensationally by 
White House publicists. Since there 
were plenty of bank funds for worthy 
borrowers before desterilization and 
the increase in reserves, that move 
amounts to nothing more than a 
psychological pinprick. Harry Hop- 
kins’ W P A appropriation has been 
boosted, but unemployment had 
made that step inevitable long ago. 
The fact is that the only fresh money 
to be poured into public or private 
channels consists of the $1,500,000,- 
000 for P W A projects. It is ex- 
tremely doubtful if that sum can 
be put to wer in less than nine 
months, and . :onditions have im- 
proved in that period, the building 
venture may be halted again as it 
was last August. 

What many people miss is that 
Mr. Roosevelt, however reluctantly 
and grudgingly, does respond to the 
warnings of the Vice-President. The 
evidence is inescapable. Ever since 
the V.P. belabored White House tol- 
erance of sit-down strikes, the rela- 
tionship between the President and 
the C. I. O. boss has grown steadily 
worse. Mr. Garner’s insisivnce that 
the “cattle” be fed was accompanied 
by the Chief Executive’s latest ges- 
ture for a rapprochement with the 
“economic royalists,” with Henry 
Ford first on ihe list to cross the 
exalted threshold. 
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There has also been a curious 
repercussion on Capitol Hill, though 
not an unnatural one. The cooler 
heads are beginning to suffer some 
remorse over their persistent defi- 
ance of the party leader. They are 
cautioning younger bloods to slip 
their swords into their scabbards. 
They hesitate to discredit the Presi- 
dent so completely that they will 
wreck individual and_ collective 
chances for victory next fall and in 
1940. They want to make a few 
friendly passes, if only for the looks 
of things—and if he will let them. 

This belated concern over political 
consequences has improved the out- 
look for Mr. Roosevelt’s sketchy, 
last-minute, legislative program. The 
pump-priming measure will be en- 
acted in some form, though safe- 
guarded with all the “ifs” and “buts” 
the suspicious can concoct. Mr. 
Roosevelt can have some of his rail- 
road palliatives (new loans and the 
reorganization court) if he wants 
them badly enough at this session. 
He may affix his signature to some 
sort of an innocuous wage-and-hour 
measure. There is no hope for leg- 
islation on monopolies or tax-exempt 
securities and salaries. 

These reconciliatory hints, how- 
ever, serve only to magnify the 
breach between the White House 
and Congress, between the Presi- 
dent and his party, between the 
New Deal and a worried, increas- 
ingly distrustful public. For they 
are motivated by the very selfish, 
practical, political consideration 
which a Democratic patriarch ut- 
tered at an informal caucus of the 
rebels. It was this: 

“Boys, how can we write a point- 
ing-with-pride platform in 1940 
when we have been kicking our 
President around for more than two 
years?” 

The answer is that they can’t—- 
and probably won’t. 





Recovery Without Inflation 
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prior to 1929. During these five years 
expansion of enterprise financed by 
expenditure of retained corporate 
earnings was far smaller than in any 
equal period in modern times. With 
respect to these three processes, vital 
to a capitalist recovery, the plain 
fact is that we had no recovery. We 
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had merely the temporary, wastefyl 
and inadequately effective substi. 
tute of Governmert credit expan. 
sion. 

All of the meat in this can be 
boiled down into one sentence. The 
vast majority of business men and 
of investors do not trust the Roose. 
velt Administration. It is academic 
to debate the right or the wrong of 
this. The fact is indisputable, and 
in five years it has taken very deep 
root. As long as it remains the fact 
we cannot have a normal recovery 
because business men and investors 
who lack confidence in the ruling 
political regime will not assume nor- 
mal investment risks. 

There is scant reason to believe 
that Mr. Roosevelt will—or even 
can—so change his policies and him- 
self as to reestablish business and 
investment confidence in his Admin- 
istration. The alternative hope— 
which, fortunately, appears to have 
increasingly firm foundation—is that 
the United States Government from 
now on will be less and less Mr. 
Roosevelt and more and more a re- 
covery-minded Congress. This shift 
in the center of political gravity has 
already gone a distance that would 
have been unbelievable a year ago 
and—in combination with apparent 
assurance that the worst features of 
the undistributed earnings and capi- 
tal gains taxes are to be eliminated— 
is by far the brightest element in the 
underlying business picture. 

It seems probable from the pres- 
ent perspective that, both in the 
trend of events during the remainder 
of this session of Congress and in the 
results of the Democratic primaries 
in coming weeks, the political tide 
will continue to move in the direc- 
tion desired by business and finance. 
If so, there should be a gradual re- 
vival of investment confidence, pos- 
sibly crystallized into a decisive 
change of psychology by some dra- 
matic political event, whether in 
primary election or November Con- 
gressional election. 

In substitute for New Deal infla- 
tion and managed economy, a ram- 
pant private credit inflation is not 
essential to a great recovery. Ezist- 
ing bank deposits are enough to 
finance a 1929 per eapita business 
volume. All that is lacking is the 
profit-confidence required to put this 
bank money into normal circulation. 
We do not need credit expansion for 
purchase of existing securities. We 
do not need—because of growth of 
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—Trading Advices, Bargain Indicator, Un- 
usual Opportunities, Investment Securities 
for Income and Price Appreciation, also 
Speculative Securities for Price Apprecia- 
tion. It contains forecasts of The Technical 
Position of the Market . . . and of the 
Intermediate and Longer Term Trends of 
Stocks and Bonds . . . The Outlook for 
Business . . . Position of Commodities .. . 
and developments in Washington. 
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Service tive market programs 


—Trading Advices, 
Bargain Indicator and Unusual Opportu- 
nities. Clients throughout the country, 
therefore, can act on our recommendations 
within a few minutes after they are se- 
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actual cost of telegrams which are transmit- 
ted in our Private Code for secrecy and econ- 
omy. Every telegram is confirmed by a Week- 
ly or Special Edition mailed the same day. 


Air Mail If Air Mail will expe- 
dite the delivery to 
FREE you of our Weekly and 


Special Editions, this 
service is provided FREE in the United 
States and Canada. 


Growth of We serve only in an 
° advisory capacity, han- 
Your Capital 4). no funds, or se. 


curities and have no 
financial interest in any issue or brokerage 
house. Our sole objective is the growth of 
your capital and income through counsel to 
minimize losses and secure profits. 
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the financial resources of business 
itself—a volume of business loans as 
large as that of the ’20’s. We could 
make out very well with an annual 
volume of new corporate capital 
financing equal to that of say, 1922- 
1923—plus normal reinvestment of 
corporate savings which, in the past, 
financed more business expansion 
than did the capital markets. 

Yes, it is possible to have a re- 
covery without excess of inflation 
either governmental or private. 
Whether and when we will have it 
awaits events yet to be unfolded. 

Among business men and econo- 
mists the consensus of opinion is 
that not much, if any, recovery can 
be expected before autumn, but that 
at least a start on recovery at that 
time is probable—perhaps quite a 
brisk start. To some extent the 
wish may be father to the thought. 
In a depression setting hope nat- 
urally turns to spring or fall. Last 
winter eyes turned optimistically to 
the present spring; now to autumn. 
Fortunately, there is more than a 
psychological basis for autumn 
hopes. The intervening weeks will 
see further progress in adjustment 
of inventories and operating costs. 
Autumn will bring—by all present 
signs—abundant harvests. It will 
see the vitally important motor in- 
dustry swing into a new production 
year, giving a lift to steel and nu- 
merous other industries. It will 
probably find the Administration’s 
pump priming beginning to show 
some tangible results. Finally, the 
political air will be greatly clarified 
not later than the first week of No- 
vember and possibly sooner. 

As for the New Deal inflation now 
projected, it wili amount to very 
little this year for two reasons. First, 
until final income tax installment 
next December, Federal revenues 
will reflect the business volume of 
1937, which, despite the abrupt drop 
in the fourth quarter, was the peak 
year of the Roosevelt recovery. Sec- 
ond, aside from relief spending which 
will merely continue at the present 
rate, the projected pump priming 
and lending activities cannot be ex- 
pected to result in much spending 
before the latter part of the year. 
Indeed, far more of this spending 
will fall in 1939 than in 1938 and it 
will coincide with a sharp decline in 
Iederal income tax revenues, re- 
flecting this year’s poor business. 

Thus, the New Deal budget— 
which is the heart of our inflation 
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problem—will remain pretty close 
to a cash balance for the rest of the 
present fiscal year, ending June 30, 
will show a gradually rising deficit 
during the second half of this year 
and will run into a whale of a deficit 
in the first half of 1939. Once more 
the fallacy of Federal pump priming 
will have been proven. The theory 
has a certain plausibility—but the 
timing in practice is invariably bad. 
Pump priming expenditures are put 
into effect too late and are continued 
too long. It was so in the first New 
Deal experiment with this method 
and will be so in the present instance. 
There is a better than even chance 
that we will be on our way in a pri- 
vately financed recovery before Mr. 
Roosevelt’s present program does 
much good or harm—that is, if the 
November election goes the way 
most political prophets are now 
predicting. 





Air Reduction Co. 
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knowing even the nature of the busi- 
ness, the income statements and the 
successive balance sheets would 
certify to the ability and the far- 
sightedness of those in charge. 

On the other hand, a good part 
of the progress must be credited 
directly to the nature of the busi- 
ness. Competition in the main field 
has been limited to that with Union 
Carbide, for the simple and _ prac- 
tical reason that it would require a 
very large amount of capital to set 
up the hundreds of small factories 
and warehouses which would be 
needed. Capital of this size is un- 
likely to be attracted in the future, 
realizing that the price cuts which 
would probably follow the entrance 
of new competition would bar any 
immediate profits. 

The management has been fortu- 
nate, also, in the matter of inven- 
tory problems. The comparatively 
unimportant quantities of raw ma- 
terials which must be purchased are 
contracted for on a conservative 
basis, rarely more than six months 
in advance. Close to two-thirds of 
the inventory figure on the most 
recent balance sheet—$3,037,852 
consisted of finished goods, leaving 
less than $1,000,000 representing 
materials and supplies. Total inven- 
tory compared to sales volume indi- 
cates that it was turned over once 





ip every thirty-six days last year, 
Large consumers of oxygen and 
acetylene are naturally able to buy 


the gases at quantity rates. Their 
purchases, however, since they are 
mainly the “heavy” industries, fluc. 
tuate far more widely than those 
of the smaller consumers. The re- 
sult is that when sales work up to 
very high levels, the average prices 
received tend to move in the oppo- 
site direction. Conversely, lower 
sales volume is likely to mean a 
larger proportion of relatively high- 
priced business on the books. This 
has undoubtedly been a contributing 
factor to the stability of operating 
ratios, and has played its part in 
carrying the company through busi- 
ness slumps without red figures. 

The drop in earnings shown in 
the last quarter of 1937 and the first 
of this year reflects the severe con- 
traction of buying on the part of 
large customers. Sales were 29% 
lower in the March quarter than a 
year ago, while profits of 31 cents 
per share were 60% lower. The com- 
pany is adjusting itself to the smaller 
volume through cuts in payroll and 
the average price of products sold 
has risen about 614%, but profits 
cannot be expected to do much bet- 
ter than hold at current levels until 
the important heavy industries show 
some disposition to expand their 
requirements. 

Meanwhile, research for new uses 
is continuing, with $237,000 spent 
for that purpose in 1937. The ship- 
building industry, aided by the 
Government’s Navy building pro- 
gram, should continue or enlarge its 
use of electric welding equipment. 
Pipe welding is also a growing factor. 
and although orders are smaller at 
present the company has more cus- 
tomers of this type than ever before. 
The president is optimistic in regard 
to the use of industrial gases in the 
steel mills, feeling that their use in 
billet scarfing and flame hardening 
will show tremendous growth when 
steel operations pick up. 

It has been logically pointed out 
that Air Reduction’s sales are an ex- 
cellent thermometer of activity in 
the metal working trades, but a poor 
barometer. In other words, the fore- 
casting quality is absent and volume 
accompanies but does not precede 
changes in the pace of industry. 
Until such a change, then, the com- 
pany must be satisfied to hold its 
own, living up to its record in pre- 
vious depressions. 
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A strong balance sheet, showing 
over $15,000,000 net working capital 
at the year-end, will help in the 
achievement of this objective. Divi- 
dends may very likely be reduced, 
perhaps by elimination of the extras 
usually paid in addition to the regu- 
lar 25c quarterly rate. Any return of 
general industrial activity, however, 
will be accompanied by a quick re- 
covery in Air Reduction’s earnings, 
and there are good grounds for be- 
lieving that the record set last year 
will not prove to be the ultimate 
one. 





How to Improve Your 
Security Position 
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$2.40 a share annually has been paid 
for the past six years. Inasmuch as 
this rate may be regarded as con- 
servative both in relation to the 
company’s earnings and excellent 
financial condition, there appears to 
be no reason to question the main- 
tenance of the same rate throughout 
the current year. 

Selling around 40-42 the shares 
yield in the neighborhood of 6%, a 
return which is unusually liberal 
under present conditions. All in all, 
the shares qualify as an investment 
medium for assured income and sat- 
isfactory price appreciation, with the 
benefit of improved market con- 
ditions. 


National Malleable & Steel 
Castings Co. 


National Malleable & Steel Cast- 
ings Co. manufactures car couplers 
and parts, side-frames and bolsters, 
journal boxes and lids, draft gears 
and many small miscellaneous items 
used by the country’s railroads. 
Under normal conditions, the rail- 
road division is the most important, 
but in years of restricted railroad 
purchases, the company has been 
compelled to fall back on the prod- 
ucts which it supplies to the auto- 
mobile industry. These consist of 
castings for axles, differentials, steer- 
ing gears and transmission housings. 
Among its customers the company 
numbers some of the largest auto- 
mobile manufacturers. In addition 
to the products sold to the railroad 
and automobile companies, the com- 
pany makes various kinds of chain, 
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castings, pig molds for various 
metals, conveyor buckets and small 
wheels for industrial cars. The pres- 
sent organization was formed in 
1923 and succeeded to a business 
organized some years before the turn 
of the century. The past record of 
operations has been generally favor- 
able, and dividends were paid on the 
common stock by the predecessor 
company every year between 1891 
and 1923 and in only two years— 
1933 and 1934—was the record in- 
terrupted by the present organiza- 
tion. In 1936 and 1937 dividends 
at the annual rate of $2 a share were 
paid, but no action was taken on the 
dividend usually paid around March 
31st this year. 

The action of directors in defer- 
ring dividends may be attributed to 
the various uncertainties present in 
the outlook for the company’s two 
principal customers — the railroads 
and automobile industry. Moreover, 
operations in the first quarter re- 
sulted in a loss of $418,738 after 
interest, depreciation and taxes, and 
was in marked contrast to the profit 
of $1,148,393, or the equivalent of 
%2.43 a share on the capital stock, 
shown in the initial three months 
of 1937. In the latter period, how- 
ever, profits totaling $434,849, de- 
rived from the sale of securities, sub- 
stantially augmented earnings from 
regular operations. For the full 1937 
year, profits amounted to $1,945,723, 
equal to $4.02 a share on 483,961 
shares of capital stock, which com- 
prise the entire capitalization. In 
1936 the shares earned the equiva- 
lent of $2.39. Financial position at 
the year-end was comfortable, with 
current assets, including $2,524,209 
in cash and Government securities, 
amounting to $7,184,231, compared 
with current liabilities of $1,346,390. 

Granted that the company’s pros- 
pects, over the next three months 
at least, do not shape up in a man- 
ner to inspire much enthusiasm, the 
longer term outlook is not without 
more hopeful aspects. The proposed 
assistance to railroads in the form 
of loans aggregating $300,000,000 for 
the purchase of equipment may con- 
ceivably impart considerable impe- 
tus to new equipment buying. It is 
a foregone conclusion that 1938 will 
be a poor automobile year. How- 
ever, the industry is looking ahead 
confidently to 1939 and_ present 
plans calling for large-scale re- 
tooling activities suggest that the 
industry plans to effect sweeping 


changes in models for the purpose of 
stimulating sales. 

Granting, therefore, that the com- 
pany’s prospects are largely specu- 
lative, nevertheless, prevailing quo- 
tation for the shares would appear 
to place full emphasis on the un- 
favorable aspects, without, however, 
seeming to allow for the possibility 
of any turn for the better. With 
only a comparatively small number 
of shares outstanding, any improve- 
ment in operations would produce 
immediate and substantial upturn in 
per-share results. Acquired at re- 
cent levels around 16 and held on a 
longer term basis, the shares may be 
credited with potentialities of fairly 
substantial proportions. 





Trading Opportunities in 
Technical Indications 
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the sale of the long position at ap- 
proximately 41 to establish the first 
loss in five trades. Some traders at 
this juncture would attempt to re- 
coup the loss by selling twice the 
amount of stock purchased in the 
original commitment, however, the 
inexperienced trader is far better off 
to simply sell his long position after 
a false break-out to await another 
formation. In the interim his men- 
tal attitude toward the loss will be 
tempered and his faith in the pat- 
tern will not be warped as it would 
if a secondary false move resulted 
in another immediate loss. 

Although a small triangle formed 
in November with a three point base 
at the 40 level action was not taken 
as the base was not considered of 
sufficient breadth with only one gap 
and the construction of a larger de- 
sign was awaited. In late Novem- 
ber, a strong base was established 
at the 37 level to form the descend- 
ing triangle (F) and a long position 
was taken after the stock rallied to 
break out of the triangle at 40. This 
leg measured four points from 37 to 
41 and the subsequent movement 
carried one point further to 45. 

It is needless to describe the re- 
maining triangle formations (G) and 
(H) since both more than lived up 
to their measurements and action 
taken on the break-out point proved 
highly profitable in both instances. 

In the month of April, it appeared 
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Forthcoming Dividend 





OF 
Meetiags 
Company Time Date 

American Radiator S. S. Com. & Pfd.* 4:30 May 10 
American Sugar Ref. Com. & Pfd.*... ——- May 18 
American Sumatra Tobacco.......... 3:00 May 20 
American Telephone & Telegraph.... 12:00 May 18 
Armour 2 Co. (Del.) Pfd.*.......... 11:00 May 20 
Atlantic Refining*................. —— May10 
Beech-Nut Packing*............... —— May19 
Bucyrus-Erie Pfd.*................. —— May 9 
| | re 10:30 May 20 
SS ee 2:30 May 17 
Gomes. 09 Ge, Fid*...... 2.25... 1:00 May 12 
Gbmpeeite Gon... ......<0ss0s0-5-0 3:00 May17 
Chesapeake & Ohio Com. & Pfd..... 2:30 May17 
Congoleum-Naim*................. 2:00 May 10 
Continental Can Pfd.*.............. 9:30 May 10 
Comingetes O8*. 2... .5.. 000 —— May18 
du Pont (E. 1.) de Nemours Com., Pfd. 

RUD Soo b ccs cdcasesecacws cue 11:15 May 16 
Eastman Kodak Com. & Pfd......... 12:00 May 11 
Humble Oil and Refining........... 11:00 May 16 
{nternational Harvester.............. 2:00 May 19 
Kennecott Copper................. 11:45 May 17 
Lake Shore Mines, Ltd.*............ ——— May16 
Libby-Owens-Ford*............... 2:00 May 10 
Liggett & Myers Tobacco Pfd....... 12:00 May 18 
Lone Star Cement................. 9:00 May 18 
Meslea Machine. ............22255- 11:00 May 20 
National Dairy Com. & Pid......... 10:30 May 19 
National Sugar Refining............. 11:00 May 17 
New England Telephone & Telegraph. 10:45 May 17 
Otis Elevator Com. & Pfd.*......... 11:30 May 18 
Penick & Ford, Ltd................ 3:30 May 10 
Provier & Gamble 5% Pfd.......... 1:45 May 10 
0 ee 3:15 May 18 
Quaker Oats Com. & Pfd........... 10:00 May 20 
ON, AURIS eee —— May19 
SS ee 10:00 May 19 
Timken Detroit Axle Pfd.*.......... 10:00 May 9 
Underwood-Elliott-Fisher............ 12:00 May 12 
NS RADON ooo s csc c ences ens 4:00 May 19 


United States Gypsum Com. & Pid... 10:00 May 11 
United States Tobacco, Com. & Pid... 11:00 May 18 
Waukesha Motor Co.*............. 3:30 May 17 
Yellow Truck & Coach Pfd.......... 9:00 May 18 
Youngstown Sheet & Tube Pfd.*..... May 17 


All tings on stock unless other- 
wise noted. 


* Approximate date. 











for a time that an ascending triangle 
might develop with a 35 top level 
but the move to 36 prevented the 
establishment of a sound inverted 
base. The small triangle prior to 
the move to 36 was not considered 
as in the case previously described 
in mid-November because of lack of 
breadth in the inverted base at the 
35 level. Small triangles usually do 
not generate the explosive quality 
to fulfill the leg measurement. 

The stock has recently fluctuated 
in a rough trading range between 
the limits of 33 and 36. There is 
the definite possibility that one of 
these limit levels will provide a 
sound base with sufficient breadth 
for the erection of a triangle forma- 
tion. With past history as a crite- 
rion, there is every reason to believe 
that the break-out, when and if the 
triangle is completed, will provide 


an opportunity for a_ profitable 
trade, barring a false break which 
is the bane of all triangles. 

A summary of the triangle forma- 
tions over the past year, shown on 
page 95, reveals that an operator 
acting only on the minimum mea- 
surement projections would have 
had an enviable record by com- 
parison with the market as a 
whole and also with the results 
attained by the average trader. The 
recapitulation, of course, disregards 
the fact that the stocks could not 
have been sold at even figures and 
for the purpose of clarity, fractions, 
commissions and taxes have been 
omitted. It is interesting to point 
out that the stock alone has lost 
almost 50% of its original value at 
the high in July, 1937, while the re- 
sults attained by trading on the tri- 
angle formations show a profit of 
almost 50% of the stock’s value at 
that high. 

Patience to await a complete 
broad formation is essential and at 
the present time a policy of watch- 
ful waiting is prescribed for the suc- 
cessful operation of this theory. 





Promise of Bountiful Crops 
Helps Farm Equipment 
Companies 





(Continued from page 85) 


present discrepancy is, of course, 
relieved to some extent by benefit 
payments, which are not included 
in the foregoing ratios. Even so the 
farmer’s buying power in terms of 
goods and services has lost ground, 
which will not immediately be re- 
gained if for no other reason than 
the fact that finished goods prices, 
carrying a larger burden of costs 
and wages, cannot be expected to be 
adjusted to lower demand as rapidly 
as the more sensitive farm prices. 
Farm income has risen for five 
successive years and last year 
reached an eight-year high. During 
this time the farmer has progres- 
sively increased his purchases of 
manufactured goods and merchan- 
dise. Particularly significant, how- 
ever, is the fact that the farmer has 
taken advantage of his more pros- 
perous condition to get out of debt 
and reduce his financial obligations. 
Last year borrowing from federal 
loan banks declined and the farmer 


paid off $67,000,000 of principal of 
federal land bank loans, as com. 
pared with $49,000,000 in 1936. At 
the end of last year about 87 per 
cent of land bank loans were in 
good standing. Further evidence of 
te farmer’s improved financial posi- 
tion is to be found in the greater 
percentage of cash sales of farm 
equipment last year and the larger 
percentage of cash involved in down 
payments. 

Last year farmers purchased farm 
implements and machinery to the 
tune of about $610,000,000 and set 
a new high record of sales for the 
industry—about $3,500,000 better 
than in the previous peak year, 1929, 
Over a period of years the farmer 
has shown a tendency to spend about 
5% of his cash income annually for 
new equipment. Purchases last year 
were equivalent to more than 7% of 
total farm income, suggesting some 
depletion in the backlog of needed 
replacements built up during the 
lean years of the last depression. 

It has been the past experience 
of the farm equipment industry that 
the effects of a rise or fall in farm 
purchasing power are reflected in 
sales from three to six months later. 
During the year the industry has 
two active selling seasons — the 
spring, when demand is principally 
for tractors, plows and seeding ma- 
chinery, and the fall when harvest- 
ing and cultivating equipment is in 
demand. The spring season, how- 


“ever, is the most active. 


This seasonal pattern has stood 
the industry in timely stead this 
year. The farmer with ample funds 
and good credit has spent liberally 
for new machinery with the result 
that the farm equipment industry, 
contrary to the experience of many 
other industries, has been able to 
maintain operations in the first 
quarter at a level which compared 
favorably with first quarter activity 
a year ago. In fact sales of certain 
types of equipment were reported 
to have been 15 to 20% ahead of 
a year ago. 

From this point on, however, 
comparisons may be less favorable. 
For one thing farm equipment sales 
last year picked up noticeably after 
the beginning of March whereas the 
trend this year will be downward 
from now on until the third quar- 
ter at least. The fact that rural re- 
tail sales have recently shown rather 
sizable declines throws some light 
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on the probable trend of farm equip- 


f ment business. 


Even at that, leading farm equip- 
ment manufacturers promise to 
make a better earnings showing than 
most manufacturers of other types 
of machinery and equipment. Ac- 
cording to recent reports the indus- 
try expects to sell at least as many, 
if not more, of the small harvesting 
combines this year and thus far the 
sale of cultivators in most farming 
areas has held close to the 1937 level. 
Moreover, as a further offsetting 
factor to lower domestic demand, 
export business would seem to hold 
considerable promise. 

Normally, export markets con- 
tribute from 15 to 20% annu- 
ally to the sales volume of the farm 
equipment industry. The prestige 
of American agricultural machinery 
is world wide and in point of ser- 
viceability and versatility, the supe- 
riority of the domestic product has 
yet to be seriously challenged by 
foreign manufacturers. Last year 
$75,366,103 worth of agricultural 
machinery was exported. In the first 
two months of this year, however, 
exports totaled $12,620,140, an in- 
crease of about 50% over the first 
two months of 1937. So many un- 
predictable factors are present in 
the foreign outlook that it is im- 
possible to estimate the probable 
demand in the months ahead. To 
the extent, however, that sales thus 
far have gained appreciably and 
may continue to do so, the outlook 
for the export division may be set 
down as definitely encouraging. 

Weighing the favorable against 
the unfavorable factors, the latter 


admittedly appear somewhat more 
preponderant at this time. Making 
adequate allowance for the possi- 
bility of unforeseen developments, 
it would therefore appear a conser- 
vative estimate that aggregate sales 
of farm equipment this year may 
decline about 25% at the maxi- 
mum. With the benefit of good 
crops, benefit payments and some 
general business improvement in the 
last half year, the decline may be 
held to 15 or even 10%. Again, how- 
ever, it is noteworthy that in either 
case, the industry as a whole is 
likely to make a better showing 
than many other divisiens of the 
durable goods field. 

Industrial prominence in the farm 
equipment industry is confined to a 
comparatively small number of com- 
panies. Leadership is clearly held by 
International Harvester and Deere 
ranks second, although its sales vol- 
ume last year was substantially less 
than a third of International Har- 
vester’s. While all of the more 
prominent manufacturers offer the 
farmer a fairly complete line of tools 
and equipment, important competi- 
tive advantages must be conceded 
to International WHarvester and 
Deere because of their comprehen- 
sive sales organizations comprised 
of established dealers and factory 
branches. Also the ability of these 
companies to provide prompt and 
adequate service and repairs is an- 
ether advantage. The industry, as 
a whole, however, is characterized 
by competitive harmony and has 
rarely been disrupted by price-cut- 
ting or other ruinous competitive 
tactics. 





In one division of the industry, 
however, competition is becoming 
more spirited. This is in the devel- 
opment and sale of small low cost 


general purpose tractors. Recent 
years have witnessed the ascendancy 
of the tractor to a position of prime 
importance in the farm equipment 
industry. With the benefit of any- 
thing like normal prices for his crop. 
the farmer using a tractor is able to 
make important savings in operat- 
ing costs. Farming with horses and 
mules is economical only when farm 
prices are severely depressed. There 
are estimated to be some 6,800,000 
arms in the United States, of which 
about 2,900,000 range in size from 
20 to 100 acres. Most of these can- 
not afford to operate the average 
tractor costing around $1,000, with 
the result that out of every 1,000 
farms only about a third are trac- 
tor-equipped. 

Attracted by this sizable market. 
two major companies, Allis-Chal- 
mers and Deere, are offering a smal] 
tractor priced at $495 and suitable 
for general purpose work on smal] 
farms. The price of $495 is lower 
by about $250 than the lowest price 
model heretofore available. Allis- 
Chalmers has arranged to distribute 
its model on a national scale, while 
Deere’s will be available only east 
of the Mississippi for the present. 
In addition to these companies, the 
two large mail order organizations 
have developed plans for the manu- 
facture and sale of tractors and 
Henry Ford, who once manufac- 
tured tractors but subsequently re- 
tired from the field, is planning to 
re-enter the industry. Just what 
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Stock of . Stock of 
Corporation Rate Period Record Payable Corporation Rate Period Record Payable 

PP ckteckntctaueesddscasas 0.121% 4/30 5/14 National Power & Light............. 0.60 Q 5/2 6/1 

Northern Pipe Line................ 0.20 — 5/13 6/1 
PRE aeons sciences arenas 0.30 — 5/16 6/1 
DON SMB ses cacccsiccccacce ns, Cane — 5/2 5/16 Owens-Illinois Glass................ 0,25 — 4/29 5/16 
eg een 0.50 — 5/14 5/25 Phillips Petroleum. ................ 2.00 Q 5/6 6/1 
Caterpillar Tractor Pfd.............. 5.00 Q 5/14 5/25 Pitney-Bowes Postage Meter......... 0.40 Q 5/2 5/20 

PEN ae St shes rata e Tk :6 Glare 0.20 — 5/2 5/16 

— Sears, Roebuck &Co............... 3.00 Q 5/10 6/10 
CSROWON TD 5.555 ccs casecccceccces 0.25 —— 5/14 5/25 Sherwin-Williams Co............... 0.50 — 4/30 5/16 

SON oh ooo wide sig bb dineaeas 6.00 Q 5/10 6/1 
Hearn Dept. Stores 6% Pfd......... 3.00 Q 4/28 5/2 

United Engineering & Foundry....... 0.50 — 5/6 5/17 

International Harvester Pfd........... 7.00 Q 5/5 6/1 United Engineering & Foundry Pfd.... 7.00 Q 5/6 5/17 

United States Steel Pfid............. 7,00 Q 
Ns ca dkc os sae deasesoes 0.50 a 5/5 5/16 secant net ie 4/28 5/20 

White (S. S.) Dental Mfg........... 1.2 Q / 
Re 2.00 Q 5/6 6A dnainlbaisitiied a 4/300 5/16 
Madison Square Garden............ 1.00 — 5/9 5/20 Q—Quarterly. 
Manhattan Shirt.................4-- 1.00 Q 5/10 6/1 All designations are common stocks unless otherwise noted. 
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these developments portend for the 
stability of tractor prices it is diffi- 
cult to foresee. It is a fairly safe 
assumption, however, that most of 


the representative manufacturers 
can be depended upon to develop 
their own line of low price tractors. 
if the market and profits promise to 
make it worthwhile. 

At this point, mention might be 
made of the noteworthy progress 
made by Allis-Chalmers as an im- 
portant manufacturer of farm imple- 
ments and equipment. In fact, last 
year farm equipment displaced in 
importance heavy machinery and 
other products manufactured by the 
company, and accounted for ap- 
proximately 60% of the total sales 
volume. 

Last year when wages and mate- 
rial costs were rising manufacturers 
advanced prices of farm equipment 
on the average of 10% and for 
the most part these higher prices 
are still in effect. Higher prices, 
however, have failed to directly re- 
sult in any noticeable diminution in 
sales volume and most companies 
have been able to preserve a satis- 
factory margin of profit. 

Leading equipment companies en- 
tered 1938 with substantially in- 
creased inventories and receivables 
on their books. With the benefit of 
a fairly active spring season, how- 
ever, inventories would not seem to 
constitute an unwieldy problem, 
while on the other hand, it has long 
been the practice of farm equipment 
manufacturers to grant liberal credit 
terms to their customers. Most 
companies have established ample 
reserves against possible credit loss- 
es, but over an extended period of 
time these losses have been com- 
paratively small and, on the whole, 
their credit experience has com- 
pared favorably with that of lead- 
ing finance companies. At the same 
time, the policy of carrying a large 
volume of credits has necessitated 
tying up a substantial portion of 
earnings in receivables with the re- 
sult that dividends have frequently 
been rather meager in relation to 
earnings. Furthermore, and for the 
same reason, the burden of the un- 
distributed profits tax has fallen 
rather heavily on some farm equip- 
ment companies. This tax cost 
International Harvester $3,500,000 
last year. In recent years, however, 
farm equipment companies have 
feund it profitable to finance their 
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customers, having benefited through 
the extremely low interest rates at 
which it has been possible for them 
to borrow funds. Wiih the recent 
reaffirmation of the Government’s 
easy money policy, this advantage 
will probably continue indefinitely. 

The investor’s choice of securities 
among farm equipment manufac- 
turers narrows down to the shares 
of two companies — International 
Harvester and Deere. Allis-Chal- 
mers might also be given considera- 
tion. Whatever the choice and re- 
gardless of whether one is seeking 
suitable longer term investment 
commitments, or whether emphasis 
is placed on shorter term speculative 
profits, the present setting still lacks 
the assurance born of clearly de- 
fined business prospects, and would 
therefore seem to preclude any 
choice but that of the shares of the 
more strongly situated companies in 
favored industrial fields. This is not 
to imply arbitrarily that the shares 
of other farm equipment companies 
are lacking in merit but they are 
charged with the risk always pres- 
ent in the shares of marginal com- 
panies when business prospects are 
uncertain. 





Douglas Aircraft Co., Inc. 





(Continued from page 93) 


somewhere near $2,000,000, or $3.50 
per share. 

Getting back to more predictable 
matters, there is good reason to be- 
lieve that sales this year will be 
larger than those of last, while profit 
margins should also be higher. This 
should be true even if the DC-4 
should turn out a disappointment 
as far as immediate results are con- 
cerned. DC-4 is, after all, intended 
and built as a “super-liner” and 
better years than this could have 
been found for selling a luxury ship. 
The airlines who are to be its first 
purchasers have their own worries 
in the shape of falling traffic and 
stubborn expense budgets. No one 
in the Douglas organization could 
have been expected to foresee back 
in 1936 when the project was begun 
that it would be completed in the 
midst of general business gloom. 
The company is perhaps unfortu- 
nate in its timing. but it cannot be 
blamed for it. 


Among the other drawbacks of 
the new transport are its cost per 
seat and its gigantic size. Even 
those who are willing to gamble on 
the Douglas record that it will be a 
triumph of engineering point out 
that very few fields in the country 
are large enough to supply it with 
takeoff space. Moreover, the plane 
will stress performance rather than 
economy, and the prospective com- 
mercial purchasers are in an eco- 
nomical frame of mind. 

Otherwise, 1938 should be a very 
good year. Work was interrupted 
by strikes twice last year, but em- 
ployees have since shown every 
intention of co-operating. The 
average number of men employed 
has risen from 2,348 in 1935 to 4,547 
in 1936 and 7,197 last year, with 
consequent problems of assimilation. 
The stage has been reached now, 
however, where large numbers of 
relatively unskilled men could if 
necessary be utilized by thinning 
out the experts. Some such expan- 
sion would probably follow a sud- 
den jump in export orders. 

Not to be overlooked in its ef- 
fect on working capital is the new 
policy of the Army in paying for 
its planes. Until now payments 
have begun after a certain amount 
of a contract had been completed, 
with instalments following in pro- 
portion. The Army has recently 
decided to liberalize its policy, 
making certain payments in ad- 
vance and thus releasing the cash 
of its suppliers for other purposes. 
Douglas had close to eight million 
dollars tied up in contracts in 
process at its year-end, a good part 
for the Army, and had over four 
million dollars invested in materials, 
so this new development will make 
a substantial difference in bank bal- 
ances. It also could comceivably 
have had some bearing on the re- 
mark of the president that divi- 
dends might be forthcoming this 
year. 

Recognition of the company’s 
relatively favorable current position 
and its impressive growth possibil- 
ities has caused the market to set 
a generous price on its stock. At 
one time last year the issue was 
selling at better than 44 times the 
previous year’s earnings, and even 
in the present market the ratio 
stands far above the average at 23 
times 1937 earnings. After having 
touched 261% last Fall, the stock has 
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pen as high as 4614 and is now 
yithin a very few points of its high. 
Meanwhile, the sinking speli dur- 
ing Which the averages weit to new 
lows for the past several years was 
uable to drive Douglas below 31. 

These technical considerations 
plus the company’s bright industrial 
prospects commend the stock to 
those interested in capital appre- 
ciation. 

The company has spent almost 
$2,500,000 on its plant and equip- 
ment in the lasi three years, has 
written off completely the cost of 
its DC-3 and a good part of the 
cost of the DC-4. As the situation 
now stands, this could very possibly 
be the year in which its true earn- 
ing power might become apparent. 
Exports should continue to gain 
and Government business — has 
shown no signs of a downtrend. 
There is more than a touch of irony 
in the fact that a “risky” airplane 
manufacturer faces such an encour- 
aging prospect at the time when 
most conservative industrial com- 
panies are not only reporting lower 
earnings but are worrying intensely 
over what the next few months are 
to mean to them. 





Essential Steps to Recovery 








(Continued from page 71) 


far the greatest element of op- 
erating cost—would be proper and 
statesmanlike. It will not be forth- 
coming. The only other quick rem- 
edy would be low-interest loans to 
such roads as are not hopelessly 
over-capitalized relative to normal 
trafic volume. The _ bankrutpcy 
laws should be revised in the interest 
of quicker reorganizations. The 
most effective long range help from 
the Government can only lie in gen- 
eral policies conducive to maximum 
economic recovery and traffic vol- 
ume. The record of the Interstate 
Commerce Commission is the best 
argument against placing reliance on 
still broader Federal regulation or 
planning through a new bureaucratic 
agency or otherwise. 


7. Put Social Security on a Pay- 
as-We-Go Basis. 
The present Social Security tax 
system is a sham, an excessively de- 
flationary drain on current produc- 
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tive endeavor and a standing invi- 
tation to loose fiscal policy aid gov- 
ernmental extravagance. We should 
abandon the fatuous idea of build- 


“ 


ing up a huge and fictitious “re- 
serve, 
books of the Treasury. 
gations should be paid as they come 


” which will exist only on the 
These obli- 


due and this can be done for some 


years to come at a much lower tax 


rate than is now in effect. No change 
in this innovation is on the cards this 
year. The politicos are afraid too 
many voters would not understand. 





Happening in Washington 





(Continued from page 75) 


stand in finding earlier act uncon- 
stitutional since new law avoided 
pitfalls of destroying state sovereign- 
ity and denying fair treatmeat to 
all security holders. Incident shows 
courts do not block desirable re- 
forms if Congress chooses methods 
wisely, and new law is believed quite 
satisfactory to most bond-owners. 


Bureaucracy check, very timely 


and in much-needed quarter, was 
dealt out by Supreme Court in de- 
cision nullifying Dept. of Agricul- 
ture order under stockyards act be- 
cause of star chamber methods and 
failure to grant adequate hearings; 
should have salutary effect on all 
government regulatory agencies. 


Foreign policy of administration is 
undergoing a change as concerns 
affairs outside this hemisphere, 
forced by practical diplomats and 
obvious disinclination of Americans 
to interfere abroad. Instead of car- 
rying out his desires of a year ago to 
shape world destinies, Roosevelt is 
now following along with old-world 
diplomacy. 





The Investment Clinic 
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William McKinley, later President 
but a Congressman at the time of 
the happening, walked into a Wash- 
ington stockbroker’s office and said: 

“TI want to buy 50 shares of Erie. 
I am told that it will some day be 





BANK, INSURANCE 


AND INVESTMENT 


TRUST STOCKS 





ACTIVE 


ISSUES 


Quotations as of Recent Date 


BANK & TRUST eiaceal a 
1 


ske 
a 44 46 
Bank of Manhattan (1.50).......... 20 211% 
Bank of N. Y. & Trust (14)......... 332 342 
Broomlvn Test 04); 0. ccc eevee 72 77 
Central Hanover (4)............... 8514 8814 
MONO TIMOR Coho tcc puintteesessas 291, 30% 
dD a re 38 40 
Commercial National (8)........... 130 136 
First National (100)............... 1565 1605 
LC  . e 216 221 
ER ee re 1014 111% 
Manufacturers (2)................. 33 35 
| ae 2314 243, 
Ob ee 83 86 
United States Trust (+70)........... 1475 1525 

INSURANCE COMPANIES 
Bid Asked 

Aetna Cas. & Sur. (11.75).......... 8014 8414 
PRT ON aes och ccssdvwts cc Bee M\% 
po Ee. 22 231% 
pee oo) i ae 3814 401, 
Oe eee 525 535 
Fireman's Newark (.30)............ 1% 814 
oe 37%, 3934 
Great American Ins. ({1.20)........ 22%, 32%, 
Piamove’ Fi CUGO) 0s oki sicsincaasss 271%, 28%, 


INSURANCE COMPANIES—(Continued) 


Bid Asked 
Piastieed FI CB). oak cca ccaarsacs 65% 671%, 
Home Ins. (11.60). ............... 2314 25 


Ins. Co. of North America (2.50)... 57 58% 
National Fire (2).................- 523%, 545%, 
gi a) Se 10% 12% 
St. Paul F. & M. (17.50)........... 175 185 
pS a) er 415 465 
i er 416 
United States Fire (t2)............. 453% 41%, 
Westchester F. (11.60)............. 27% 29% 
INVESTMENT TRUST SHARES 
PNG v6 cbc nceddcccexess 1734 18% 


Brit. Type Investors................ .29 44 


ON RNG. oe ci cases soedarnce 111% 121% 
Corporate Trust—AA.............. 2.18 Sate 
a 15.91 17.13 
Incorporated Investors.............. 15.09 16.26 
Maryland Fund. 2... 5. oo csecccen:e 4.84 5.30 
DAMME TANESE TIO co's onkadik ceca 17.42 18.48 
Nation-Wide Securities............ 2.51 2.61 
No. Amer. Trust Shares 1958....... 1.90 eee 
Quarterly Income Shares........... 8.67 9.50 
Spencer Trask Fund................ 13.00 13.68 


Uselps Voting Shares.............. .73 81 


Tt Includes extras. 
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worth more money. Here is $500 
and if you want more at any time 
let me know. In the meantime, 
however, do not bother me by tele- 
phoning or by sending messages re- 
lating to the stock. In making this 
purchase I intend to forget it until 
such time as the stock shows me a 
handsome profit. I will pay no at- 
tention to its fluctuations.” 

He had not left the office ten min- 
utes when the telephone rang, and 
Mr. McKinley at the other end of 
the wire inquired: “How is Erie 
now?” 





For Profit and Income 





(Continued from page 99) 


all such markets will be taxed no 
less than $10,060 annually. The 
ordinance imposes in addition a 
license fee of $200 on all concessions 
in food markets where the number 
of concessions is more than four. 
The A. & P. and American Stores 
are among the companies which ap- 
pear to be directly affected by the 
crew Camden measure. 

It is quite evident from the legis- 
lation being inacted and that pro- 
posed, on the part of both local and 
Federal bodies, that there are pow- 
erful forces working towards the 
elmination of the chain system of 
merchandising. In other words, the 
tax weapon is being used, not as a 
means of raising revenue, but as a 
club to kill. For example, under 
the latest Patman bill which now 
pends before Congress, it is esti- 
mated that the A. & P. would be 
subject to a tax in excess of half-a- 
biltion (not million) dollars annu- 
ally. The investor who is seeing 
his capital being strangled and the 
consumer who apparently is disin- 
terested in the fact that all these 
anti-chain-store measures mean a 
higher cost of living, should combine 
and fight the menace. 


An Exceptional Railroad 


That a railroad should earn more 
money in 1937 than it earned in 
1936 is unusual, but that it should 
go on into 1938 and earn more in 
the first quarter this year than was 
earned in the first quarter of last is 
nothing short of remarkable. How- 
ever, this is the record of the Ban- 
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gor & Aroostook which earned in 
1937 the equivalent of $4.61 a share 
of common, compared with $3.55 a 
share in 1936, while earnings in the 
first quarter of 1938 were equal to 
$2.92 a share against $2.80 a share 
a year ago. Nor is this unusual for 
the road, for it can look back on 
having paid dividends on its com- 
mon stock in every year without in- 
terruption since 1904. In 1932 the 
common sold below $10 a share, but 
this did not prevent the road from 
paying dividends which totalled 
$2.3714 a share for the year. More- 
over, the payment was earned with 
a substantial margin to spare. To- 
day, the dividend rate is $2.50 an- 
nually and the stock can be bought 
for about $32 a share. As a rail- 
road, the Bangor & Aroostook is not 
to be compared with the New York 
Central, Pennsylvania and the like, 
but we leave it to the individual to 
judge whether it is better to have 
invested in four-line tracks and 
stream-lined monsters, which lose 
money under any but the most fav- 
orable conditions, or to have in- 
vested in tracks and equipment not 
of the best, but out of which it ap- 
pears money can always be made. 





Extent of Hazards in Com- 
panies with Foreign Stakes 





(Continued from page 82) 


the world. Properties and interests are scat- 
tered throughout the globe. New York shares, 
which were delisted from the New York 
Stock Exchange at the end of 1936, are still 
held in this country. They represent, however, 
only a minor part of the company's total 
capitalization. 


Singer Manufacturing. This maker 
of sewing machines has stores and salesmen in 
virtually every country of the world. In 1917 
distributed to its own stockholders 75 per cent 
of the stock of Singer Manufacturing, Ltd. 
(England) and part of this stock undoubtedly 
is still held by American interests. 


Sells in practically 
Operates a 


Socony-Vacuum. 
every country in the world. 
number of refineries throughout Europe. The 
Standard-Vacuum Oil Co., jointly owned with 
Standard Oil (New Jersey) operates through- 
out the Far East and is a complete unit in it- 
self—producing, transporting and refining. 
Socony-Vacuum participates to the extent of 
about 13 per cent in the Iraq Petroleum Corp. 
which has developed substantial reserves. 


Sperry Corp. The Sperry Gyroscope 


Co., Ltd., is a wholly-owned subsidiary Op 
ating an important plant near London. & 
apart from this, however, the company's bt 
ness is thoroughly international in scope, 

highly technical products being export 
throughout the world. 


Standard Oil of California 
Jointly owns with the Texas Corp. the Bahr 
Petroleum Co., Ltd., which holds valuabh 
proven acreage in the Persian Gulf. 
capacity of the refinery on the island 
Bahrein was increased not long ago. 
addition—also in conjunction with the Texay 
Corp.—has an interest in large and promising 
acreage in Arabia, Java, Sumatra and New: 


Guinea. 


Standard Oil (New Jersey), 
Does a world wide marketing business of 
tremendous importance and has an interest” 
direct or indirect, in promising and proven 
territory virtually wherever it is situated. W 
might be said that Standard Oil (New Jersey) - 
depends as much, or possibly more, on foreign = 
business than upon that done in this country,” 


Sterling Products. Has a manufac. 
turing plant in England, while a number of 
foreign subsidiaries act as distributors abroad. 
Foreign business as a whole comprises about | 
20 per cent of the total. 


Texas Corp. See Standard Oil of Cal. | 


ifornia. 


Timken Roller Bearing. Has » 

interest in companies manufacturing 
roller bearings in England, Germany and | 
France. Indirect export business, such as when — 
automobiles and other machinery is shipped 
abroad, is of considerable importance. 


large 


Union Carbide & Carbon. Ha 
a number of manufacturing plants and sales © 
offices scattered over Europe, Asia and else- 
where. It is not known what proportion of | 
the company's business is derived from foreign 
sources, but it might well be as much as 20 
per cent. : 


United States Rubber. At the end 
of last year had some $15,000,000 invested in © 
135,000 acres of rubber plantations in Sumatra 
and Malaya. The export business done in | 
manufactured products in considerable. 


Warner Bros. Pictures. Mas @ 
plant in England, while in this and other im- 
portant countries, the company effects dis- 
tribution through wholly-owned subsidiaries. 
Foreign business is thought to account for 
about a third of film rentals. 


Woolworth, F. W. There are Wool- 
worth chains in Great Britain and Ireland and | 
also in Germany. Operations in England have © 
been exceedingly profitable and the invest- 
ment which had a book value of some $32,- | 
000,000 at the end of last year was valued in 
the open market at $272,000,000. 
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